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Hkrtns<morth Business XJbrar^ has heen 
denned tu meet the need for an authorita- 
tine nuork of re fe renc e and practical advice 
on ever^ aspect of commercial life* It 
has heen planned on targe tines of suggesUveness 
and utility, hitherto not attempted. 

The Library is no mere collection of miscettaneous 
articles f a is a comprehensive ordinal vwrk, 
vordten and mited voith a single ^e to promoting 
the inie^fsts of British business. The volumes are ^ 
interdependent, and the absence of &ne vtould make ' 
the Library incomplete, vef each is in itself an 
adequate .treatment of t^ subject to vfhich it is 
devoted. 


des^ned to meet the need for an authorita- 
tive voorh of reference and practical advice 


The drneral principles on vohich the vforh has been 
produced <were the outcome of much careful consider- 
ation an Editorial Board of business experts, and 
no expense has been spared to secure the most 
expert contributors on everv sublect that comes 
vfkhin its scope. Some of the most successful 
business men of to-da^ have personalt^r contributed 
chapters containing invaluable information, the fruit 
of their ov>n business knovtledge. 

Even the least Hem bi the vtork has come from the 
pen of some one of practical experience, and included 
among the tong roll of contributors are man^ actively 
engaged to-dacp in the various departments of 
manufacturing or selling, vfho have bepn induced to 
co-operate vftth a vievt to making the ‘Ubrar^ so 
Vf&K in its scope that no business man can have. 
inUrests vohich are neglected, and yet so remarkable 
in detail as to ' abolish the need for numerous 
handbooks. 


As each section carries a special editorial introduction, 
it is not necessary to enter here into a detailed descrip- 
tbtn of tbe vahcde, but in support of vthat has been 
claimed above, it may be pointed out that the section 
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EDITOR’S NOTE 

W HEN I was entrusted by my colleagues of the 
Editorial Board with the arrangement of this 
section of the *Harmswortb Business Library/ 
I fully realised that a somewhat difficult task had. been 
set me, as men of affairs have scant leisure for the exerciSe 
of literary composition, and are not readily to be induced 
to set forth their opinions in print. It seems to me, 
however, in reviewing the very important contributions 
which I have been able to secure, that this section of the 
first volume is likely to prove useful and stimulating. 

From a very large list of suggestive topics the limitations 
of space made it necessary eventually to conhne ‘ Aspec^ji 
of Business * to a round dozen chapters. Each embodies 
the views and experiences of a contributor who has* good 
claim to be heard on that aspect of business hc^ has ^bosen 
to discuss. And it is scarcely necessary to add that *t}fe 
opinions thus expressed are to be regarded as personal to 
the writer and in no wise as representing an Editorial point 
of view.* Throughout the whole Library each contributor 
has been permitted freely to express his own opinion, even 
though it conflicts with that of another |contributor. 

Certain other contributions from eminent business men, 
intended originally for inclusion ,in this section, have had 
to be printed in other volumes of the Library to which 
they have special application, as otherwise it would have 
been impossible to keep the present volume within due 
bounds. To these gentlemen as well as to all the contributors 
to this section I have to return the thanks of the Editorial 
Board for their valuable co-operation. ® 

G. A. S. 


Carmelite House, 
London, E.C. 
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PERSONALITY IN BUSINESS 


The Study of PeraonAlity: What is Personality ?: How Men 
differ : Developing Character : First Impressions ; The Study 
0 of Physiognomy : Two Classes of Men i * The Second in 
Command ’ ; The Dutch Courage of Confidence : Virtues of 
Enthusiasm : Personality of the Employer 

Bv LORD NORTHCLIFFE 

O DDLY enough, it is generally the subject on which 
a man has been credited by his fellows wjth the 
possession of peculiar knowledge that^hc finds most 
dif£ieult to diiSjuss with that sense of case which should 
be felt by the writer who has something to say. It is not 
i&v me* to el^im that I have any insight into character 
denied to others, and I am very diffident of accepting 
the* cbmpliment which the Editorial Board of this Library 
has p&id mt in suggesting that I ’ can probably provide 
a valuable contribution to the discussion of what is truly 
one of th§ most vital questions in business life to-day. 

We have in the journalistic world a somewhat flippant 
say ing to the effect tKat a man often writes best on the subject 
he understands least ; and we have the assurance of a great 
Victorian statesman that the best method of learning a 
subject is to write an article about it ! If I chose to accept 
the * compliment implied in the invitation to contribute 
the present chapter to this Library, and to shelter myself 
behind these aforesaid dicta, I might with a clear conscience 
sul^mit a contribution of no particular value, but beyond 
question a deep knowledge of his subject is a desirable 
qualification in the writer who essays to enlighten his 
fellows thereoh, and a man may learn even more from life 
and actual experience than from the writing of articles. 
Whatever gifts I may have or may lack as a student of 

3 
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ASPECTS OP BUSINESS 

human nature and an observer of personality/ as one finds 
it displayed in the world of affairs, is a subjett I naturally 
shrink from discussing, but I may with modesty be per- 
mitted to claim that few employers of labour have 
< encountered larger numbers of men in many varied 
departments of intellectual and highly specialised work 
Theatudy than have fallen to my lot. In the production of news- 
HmSity publications of ‘infinite variety,* there is a 

continual and insistent call for the study of personali|:y. 
Indeed, it is doubtful if there is any other form of intellectual 
activity into which personality enters so largely. 

To dogmatise about character would be as foolish as to 
dogmatise about the unknown and partially discovered 
laws of Nature. In the main it is a nebulous thing, as diffi- 
cult of definition as the * fourth dimension,’ yet there is 
probably never a meeting of business men discussing 
methods and men in which the words ‘ character ’ and 
‘personality’ are not freely used. Suddenly to ask a 
man who is holding forth on the ‘ need of character ’ or 
the ‘ importance of personality ’ what precisely he mcq^s 
by either phrase, might be to present a most awkward 
question. We use the words vaguely : they ar^ thrown out 
to indicate roughly some idea common in our minds, and yet 
they may not always convey to others what they mean to 
ourselves. Knowing the difficulties of definition, I shall 
make no attempt here to do more* than say wh«i is 
• in my own mind when using these words as applied to 
men. 

What ia In a crude way I take it that in ordinary talk one means 
pretty mueh the same thing by ‘ character ’ as by ‘ person- 
ality.’ The subtle distinction between the two is that the 
character of a man might be described as the inner qualities 
of his mind and nature, and his personality as the more 
obvious outward expression of these qualities. Thus, in a 
sense, one might say that we can come at a man’s character 
by observing his personality. Anything more subtle than 
this is a matter for the philosopher, not for the straight- 
forward dealer with men, and this very rough-apd-ready 
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. definition of « what is present in my own mind when these 
words are usj^d will serve for the purpose of this chapter 
at least. ^ 

It seems to me that there can be no form of business 
activity into which personality does not enter and does not 
play its part in failure or success. Economists have claimed 
— ^and not without some show of reason — that this wonderful 
age of mechanism has tended to stamp out individuality. I 
am free to doubt this opinion, for it seems to me that human 
pArsonality is something stronger than all machinery ; 
that it will express itself against all forces of circumstance. 

It is notorious that two men handling precisely similar 
machines can achieve widely different results. The indi- 
viduality of man rises superior to the levelling influence 
of mechanism ; personality is indestructible. This may 
sound suspiciously like platitude, but most platitudes have 
the virtue of iaruth, which is less characteristic of the dazzling 
paradox. 

Twf) men of equal training and experience, up to a certain ffow men 
point in th^ir careers may be equally valuable to their *^*^**’ 
employer; yet he may see in one of them possibilities 
vastly in ^cess of those possessed by the other, and this 
arising entirely from some point of character. The wise 
employer makes a mental note of these possibililies, and 
when tlxe occasion comes for testing the opinion he has 
formed, he does so with confidence. If he has trained his 
ptlWers of observation well, the test is most likely to prove 
successful, though I am far from claiming that there is 
any infallible touch-stone of character. 

• Personality is, or ought to be, the eternal quest of the 
employer who is anxious to make the most of those who 
serve him. It is true that in many of the humbler offlees 
where routine duties are all that is required of the worker, 
it is Attle odds from the employer’s immediate point of view 
what the personality of the worker may be ; but at best 
this is a narrow view, and one I have never entertained. 

An employer is false to his own best interests and to the 
interests of society at large who does not provide for the 
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coiiiiinial progress of his employees, cither ui his owii or 
in other businesses. ^ 

Develop- I believe I am currently credited with rejycing in com- 

*^racUr and I do not hesitate to admit that in my opinion 

competition — within reasonable limits be it noted — is bene- 
ficial to all. Where there is room for one there is room 
for others, and where there is room for others there is room 
for more. That is why I have stigmatised as narrow-minded 
the employer who is content to leave his servants )*usting 
in the little corners they happen to fit in his system withSut 
regard to their individual possibilities in the larger world 
of business. The employer W'ho seeks the development 
of his workpeople on the lines which their individual per- 
sonalities most readily suggest is true to the best ideals of 
business. It matters not whether his workpeople so en- 
couraged outgrow the possibilities of his own employment 
and have to seek elsewhere for a larger olftlet for thosic 
energies which he has fostered, as the general gain resulting 
• to society will be reficcted in its due degree on his ov ii 
business ; but the certainty is that his own bilsincy; in the 
jirocess will have benefited greatly. I think this is sound 
in economics ; at all events I am persuaded it^ is sound in 
practice. 

First First impressions are important, but not all-important. 

It is a commonplace tliat many men unconsciously 'conceal 
rather tlian expose their character in their personality, 
and liave to be studied on several occasions before onef^ean 
form a just and proper estimate of them. As Tennyson 
says of words that ‘ half reveal and half conceal the soul 
within,’ so one might say of personality : it half revesls 
and half conceals the inner character. But the very fact 
that A’s personality is an open gate to his. Character, declaim- 
ing that ‘ plain as way to parish church,’ while B’s is as 
a bolted door that requires some forcing, is of itself L he\p 
to the student of character. For A puts all his goods in his 
shop window — to use an illustration quite apropos in a Busi- 
ness Library — ^and gives a better first impression than B, who 
makes lesS' display, but holds a larger reserve of stock. 
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The first impression of A might be entirely satisfactory, 
and later experience of him equally so, while the first impress 
sion of B giight be disappointing and later experience 
relatively gratifying. Indeed, the chances are that the 
final impression of B would be more satisfactory than that 
of A, although intrinsically there might be little to choose 
between them. This is the result of the first impression 
of A having raised very high hopes of his ability, while the 
first impression of B left one in some doubt as to his qualities. 

this — which is, of course, only the rough suggestion of 
what is in my mind — tends to show that one has to be careful 
of these first impressions, and to have the courage to revise 
and modify them while maintaining fairness and justice 
to both A and B, who, it must always be remembered, 
may both have been absolutely natural and unaffected at 
the first interview. Truly, first impressions are very often 
Jasting, and *1 he curious instinct, which many women and 
few men possess, of devining character at first meeting 
absolutely through the senses and by no effort of the mind, 
is a quality to be envied by all whose lot in life is to deal 
ct)Htinually with many diverse types of human personality. 

The sti^^y of physiognomy is one that should not be The, atvdy 
neglected by those to whom this question of personality is 
vital. Do not let me be thought for one moment ait out-and- 
out afl^ocate of such pseudo-science as phrenology ; but I 
confess that, while reluctant to endorse the notion that the 
oifLward formation of a man’s head is sufficient to reveal 
his inner character, I am prepared to believe that not a 
little of the so-called ‘ quackery ’ that passes for scientific 
slfudy has some basis of truth. Just as Dean Swift told 
the boy who was stroking the shell of a tortoise ‘ to please 
it ’ that he might as well stroke the Dome of St. Paul’s 
to please the Dean and Chapter, so it has been urged one 
migSt as well feel the ‘ bumps ^ of a house to discover the 
character of its inmates ; though I am really not so sure 
that the outline of a house does not sometimes convey some 
notion of the character of those inhabiting it. At all events, I 
am convinced that a man’s face is something of an index to his 
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inner self. There are certain popularly accepted^physical 
indications, such as the width between the ejies, indicating 
greater or lesser degrees of intelligence and alqj^tness. 

I shall not be expected to go into details in tins connection, 
and in all probability it would be difficult to find a group 
of authorities agreed as to these physical indications of 
psychological qualities, but each for himself will evolve 
some method of noting and being guided by personal 
appearances. It is altogether too large a subject for .treat- 
ment in detail. I have actually heard of one studeht 
of character who pinned his faith to the evidence of boots 
and shoes ; maintaining that the manner in which people 
wore down the heels of their boots gave more than an inkling 
of their character ! Fantastic as such a notion may strike 
one, here again I might be disposed to admit there was 
* something in it,’ as the little distinctions which mark off 
man from man are extremely subtle and call for much 
study on the part of those who are — shall I say ? — dealers 
in personality. * 

Two Roughly speaking, business men may be efivided into 

two classes : those who do things and those who get thmgs 
done. I have always thought that the Kaffir fiame for a 
certain great Englishman, * Motlohodi,’ which is freely inter- 
preted asT* The man who gets things done,’ is one of the finest 
tributes ever paid to a public man. The man who is perfect 
in every detail of his work, who may be full of initiative, 
of resource, and the very embodiment '"of industry, Uftt 
who only does things himself and has not the faculty for 
getting others to carry out his ideas and so to multiply 
his personality, is the lower of the two types of men 
regarded solely from the business point of view. 

There are many men who can do things, but the men who 
can get things done are few. It is merely a mathematical 
proposition to state that the man of the most admirable 
gifts who docs his own work to perfection can never hope to 
achieve the same measure of success as the manr who, with 
none of the other’s mastery of detail and power of execution, 
can contrive by impressing upon his fellow-workers his 
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conception of the things he wishes to have done, to make 
them become^ a sense reproducers of his ideas, multipliers 
of his personality. It is given to some men to be able 
to say to others * Do this,’ and to others to do 'things 
superlatively well. Both have their success and their • 
joy of work, but the stronger personalities are those that 
say * Do this ’ and get it done. 

There is one detail which all business men who have * Tht 
hf\(i the direction of large enterprises must have had fre- 
quently to consider ; and that is the question of the ‘ second 
in command.’ At first blush it may be thought this is a 
subject rather remote from personality, but it really strikes 
at the very core of character. There is no surer index 
of the weak man than his fear of having a colleague next in 
command who is as strong in character and clever in business 
capacity as himself. At the back of innumerable failures 
ih« business has been the fact thlit some one man who has 
climbed to a position of responsibility has been afraid of 
tfee competiyon of a skilled ‘ second in command.’ Where- 
cver lEcre is unmistakable evidence of this disposition 
in a man of responsibility it should be counted as rather 
a heavy itelh on the debit side of his character. 

In the study of personality or character, evidence of 
confidcp(;e and enthusiasm is of very great importance* 
Confidence is a fine thing ; but even if it were three-fourths 
of sjiccess, the remaining fourth is indispensable ; for, after 
all, three-fourths of success is not vastly better than failure. 

Wc are told by those who have studied the matter that the 
art of swimming is acquired slowly or quickly according 
asi* the would-be swimmer has confidence in himself. There 
is no doubt that, translated into the ordinary affairs of life, 
and particularly into the battle of business, this element 
c>f»confidence also plays a notable part. 

I have heard that one of the many freakish American plans Dutch 
for helping the ambitious towards success provides for certain 
mormng exercises in which the student has to repeat aloud (fence 
to himself — with, I suppose, varying degrees of emphasis — 
the words " I will succeed to-day,’ and in sitting down 
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in his office chair to begin the day’s work he is to pause 
for a moment and utter a final ‘ I will sllbceed to-day 
The notion is, I presume, that by telling himself that he 
will sficcecd he produces a sort of subconscious force that 
• makes for success. I might describe it as the Dutch courage 
of confidence, but I gravely doubt that any man by taking 
thought can generate within himself the real spirit of con- 
fidence. It is something inborn, something that can be added 
to, and something very valuable if it is natural to the man. 

Confidence at best, however, is only a factor in success, 
and is only one of many aspects of character. It may be 
as harmful to one man as it is helpful to another. If it 
be not backed up by common sense, by reason ; if it rest 
not on some basis of sound sober thought, then confidence 
may be a perilous possession. I suppose it is true that as 
many failures have been made by men who were confident 
of success as by men who were dubious aiK^lacking confi- 
dence. Inversely, I am even ready to believe that as^ many 
successes have been made by men who werc^so afraid *bf 
failure that they left no stone unturned to ensure ^success, 
as by men who had simply the one splendid impulse of con- 
fidence in their success. But the personal cqtfation ftiakcs 
it cxtrepiely difficult indeed to generalise in matters of this 
kind. , ^ 

Dawjerof Evidence of confidence alone, then, should not weigh 
confidence overmuch with the employer who is stuBying the chara^ers 
• of the men who are to serve him. He must have some other 
standard whereby to estimate their varying qualities. He 
knows full well that confidence may be the companion of 
absolute incapacity in certain business essentials ; thaV it 
is a quality which may occasionally run to foolhardiness ; 
that its possession docs not necessarily imply judgment 
and the sober mind. * ^ « 

I think I have already hinted at some of the other personal 
qualities that reveal character, and the possession of which, 
together with confidence, would leave little room for doubt 
as to a man’s personality ; but of all the qualities worthy of 
admiration ^and calculated to tend successward in a man of 
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business, I should incline to place enthusiasm highest. This, 
too, is a characteristic whose presence, like that of con- 
fidence, ma}^ not imply certain other absolutely essential 
qualities. But enthusiasm is a thing that some personalities 
radiate, and often it covers a multitude of shortcomings. , 

The self-confident person who lacks the ability to give his Virtues of 
plans shape and direction only succeeds in presenting a®**^*““ 
personality that repels, that prevents others from co-operat- 
ing with him towards his own success. But the man who 
is* afire with enthusiasm for some enterprise whieh, single- 
handed, he could not direct and engineer to success, will 
often succeed by the mere contagion of his enthusiasm 
as it affects his colleagues in the enterprise. Enthusiasm 
is indeed a beautiful thing, and in any analysis of success 
I venture to think it would be found a much weightier 
factor than mere confidence. Nothing worth doing has ever 
been done without enthusiasm, and even when it is mis- 
directed it is -not necessarily vain. 

On& has to be careful, of course, in setting down these 
thouglfts not to overlook the defects which so often accom- 
pAn^ the merits. The ‘ blind enthusiast * is a common 
phrase of cur workaday speech which reminds us that there 
is such a thing as enthusiasm that outruns discretion. All 
of us who have fought in the battle of business know that 
even clithusiasm has failed at times to carry the day, and 
just as much as a* man may bum with enthusiasm in the 
heat of the fight, so may he cool down in the chill of failure. 

Indeed, there arc different kinds of enthusiasm. The only 
right kind is that which sees success ahead and works 
steadily towards it with a strong conviction of attainment, 
but if the opposing forces eventually prove too strong, docs 
not give way to despair, but speedily generates a new enthu- 
siasm for some fresh enterprise and conveniently forgets 
the ohe that failed. 

I have spoken of the defects which are nearly always 
the concomitants of the higher qualities of personality. 

These might be stated thus : Enthusiasm often implies a 
restless spirit, keen at the beginning of a venture but cooling 
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soon after the excitement of the start. Confidence too 
frequently obscures the defects of the situatioui to be faced. 
Caution, on the other hand, is apt to paraly^ enterprise, 
and Mastery of Detail to blind one to the broad issues that 
lead successward. 

Person- Now it so happens that in the modem business life a sort 

aliip of the of impersonal personality — ^if I may use such a phrase — 
has been created by the directorial system. Many minds 
of different types are at work in the management. of all 
considerable businesses and have their influence on fhe 
directing personality, so that he becomes, in some sort, an 
epitome of thes^, many minds, whose influence unconsciously 
modifies his own ' personal impulses. The result is that 
while the business may receive its direction from one mind, 
that mind has corrected the defects of its qualities by 
encounter with the others ; it is, in a sense, a composite 
personality that emerges. * « 

And this brings me to what ought really to have been 
my first concern rather than my last — the personaKty ef 
the employer. So far, I have been tempted to Uwell* chiefly 
upon the characteristics of colleagues and cmploj^es ; 
but on the principle that ‘ who drives fat veen should 
himself be fat,’ the employer who deals in personality 
must himself possess it. . . * And now 1 know why 1 
have not touched upon this important point eariier — ^it 
is not so much a question of personality as a personal 
question ! As it is only the wisest of men who know thCm- 
selves — and 1 make no claim to superlative wisdom — shall 
leave the matter where it is, in the hope that my somewhat 
random remarks may, at least, have proved suggestive 
to those who have, or may be called upon to have, much 
dealing with men. 



THE MODERN SPIRIT OF CO-OPERATION 


Foes who should be Friends : Inequality of Men : Causes of 
Unrest : Funotion of Capital : Wastage of Labour : Strikes 
must cease : A Works Council : Furness Conditions of Co- 
r porinership ! The Scheme abandoned : The Supreme Virtue : 
Profit-sharing : Personal Security t Why Trade Unionists 
object : Workers are suspicious ; Future of Copartnery 

By lord FURNESS 

HEAD OF MESSRS. FURNESS, WITHY AND CO. AND THE 
FURNESS LINE OF STEAMSHIPS 

T he commercial prosperity of a nation depends, in 
a vciy large degree, upon the cordial co-operation 
of Capital and Labour, and if in these days of keen 
rivalry in the world the industries of this country are to 
maintain tlieir international status, the relations between 
Capital and Labour must be so adjusted that it will be 
palpably in the direct interest of both to work to one and 
the same end. 

To-day we find the forces of these two great powers for Foes who 
the most part opposed in battle array, covert where 
open, with results ;which cannot unhappily be described in 
lesser terms than calamities. 

As has been all too evident of late, the close federations 
of workers outside the works must, in the end, spell ruin 
to* the industries of this country unless some means arc 
found of inducing them to work in harmony with the fede- 
rations of the employers. I would not interfere with this 
cp-operation outside of the works, rather would I make 
it an argument, a strong argument, for the introduction of 
co-operation within the works. For what is needed to-day 
is federation inside the works — a federation of goodwill 
between masters and men — harmony instead of discord. 

The causes of industrial unrest arc too numerous to specify 
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in detail, but, generally speaking, they are to be traced to 
Mie unequal, and not seldom unfair, distribution of the 
world’s rewards. Such of these as are not founded upon 
ability .and merit, few people, I think, will attempt to defend, 
but where the reward is the outcome of the personal activity 
or developed ability of the individual there is everything to 
be said. 

Differences of brain power, differences of hand power, 
differences of muscular power, differences of character, 
being what they are, and human nature, above all, being 
what it is, I cannot perceive, even in the faintest way, how 
one is to get from inequality of service anything less than 
inequality of reward. However much wc may desire it 
otherwise, I am afraid that, on this side of the millennium 
at least, the superiority of the wages of ability must be 
accepted as an axiom of our economics. 

Among the many causes for the unrest amon^ the workers* 
I venture to mention two. These are: (1) the teachings 
of the professional agitators, who incite the men to dis- 
content by contrasting the lot of the managers aifd em- 
ployees ; and (2) the substantial dividends declared *by 
j^ublic companies, which are put in mournfis! comparison 
with the artisan’s condition and prospects. 

The justice or injustice of these things I have no desire 
to discuss at the moment, but certain it is that most of the 
strikes of to-day arc the outcome of a" misunderstanding 
of the mutual positions of employers and employees, aiid 
th(‘ true relationship of the one to the other. 

For my own part I always consider the active forces of 
the industrial world as a trinity : Enterprise, Capital, arfel 
Labour, no one of which can well do without the other. 
The adjustment of the relations of these forces is an extremely 
difficult matter : indeed, it is my opinion that the interest's 
of the three can never be quite harmonised — all thaf can 
be attempted with any genuine hope of success is the har- 
monisation of the oftsociations of Enterprise, Capital, and 
Labour. 

When Capital and Labour come together at the summons 
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of Enterprise, they do not come together on the same foot- Functipn 
ing, for Labour is not in a position to share in the risks which 
Capital can afford to accept. Labour is desirous of a ready 
market ; it must be able to dispose of its product quickly, 
it cannot even wait until the article it is making is finished, 
not to say sold. The provision of this ready market is one 
of the services that Capital renders, and for which Capital 
has to be paid. 

The only basis on which Capital and Labour can enter 
intr relations is primarily that of buyer and seller of a 
commodity called labour, and all attempts to produce a 
more satisfactory co-operation between the two forces must 
rest upon a recognition of this great central fact, which 
leaves the working man free from all the entanglements of 
speculation, often so disastrous in their results. 

In some way or other I am responsible for the employ- 
ment of about 40,000 men and boys — with a total wages 
bill of between £60,000 and £70,000 weekly. 

A elo^’o and detailed analysis of the costs of production in 
the various iadustries (taken before the institution of the 
copartnership scheme) revealed the existence of an enor- 
mous amount of wastage traceable to stoppages of work 
on the part of the workmen — ^perhaps not so much in the 
form of general strikes as in stoppages caused by differences 
between sections of workmen (and their trade unions) 
as to tlie demarcation of work — disputes in which the 
(‘inployers had no concern at all, apart from the concern, 
tlie serious concern, in the loss of time and labour-cost 
which the friction involved. 

At the time I took these figures (in December 1908) I 
found that in the twelve months preceding lliat date the 
total wastage entailed on Labour a loss of no less than 21 J 
per cent, of the total amount of the wages bill, and on 
Capital an immediate loss of per cent, on the actual 
aggregate capital employed. 

With wastage of labour, and with it, of course, a Wastage 
consequent and corresponding waste in rent charges, 
plant charges, and administrative expenses, on a scale so 
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alarming, it is not surprising that I came to the conclusion 
that if we were to continue our existence as a community of 
value and distinction, it was utterly impossible that things 
should go on as they had been doing, and that a radical 
change of relationship between Enterprise, Capital, and 
Labour was, in certain of our great industries at any rate, 
an imperative necessity. 

It does not require many words, I am sure, to prove to 
any one (even though he be unacquainted with the working 
of a great industry) that the effectiveness of such complex 
organisations as are some of the great industries of the 
country — ^in shipbuilding, for example, the members of 
some twenty different trade societies are linked in the 
loose bonds of a common employment — ^is dependent upon 
the reciprocal movements of their units, and that cessation 
of action on the part of any given members disorganises 
the whole machine. ^ 

The whole point at which I have aimed therefore in my 
copartnership proposals has been the abolition, of the 
strike and its corollary, the lock-out, both of rwhich I hope 
soon to see consigned to the forgotten limbo of the past. 
Strikts When one is dealing with unorganised industries, or 
mm cease works, particularly on a small "^cale, and on 

co-opci’ative lines, the conditions regarding the absolute 
prohibition of strikes may not be fundamental ; • but when 
the principles of copartnery are applied to large established 
industries emplo}ring trade-union labour — and that not 
merely the labour of one simple trade union, but con- 
ceivably a score of unions — ^I am firmly convinced that if 
the principle is to have a reasonable opportunity of proving 
its merits, it can only be achieved by insisting that stakes 
shall cease. 

In laying down this rule, however, I have no desire to 
attempt or advocate anything contrary to the spirif of ^ our 
times or of an unnecessarily harsh or autocratic nature. 

In the scheme adopted at Hartlepool in connection with 
the Middleton Shipbuilding Yard and the Harbour Dock- 
yard under my chairmanship, as against the elimination 
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of the liberty to strike, there were provided several remedies 
^.gainst wrongf actual or imagined, the chief of these being 
representation to, and consideration by, the Works Council, 
and resort to arbitration (the result of which all parties 
engage to accept in the spirit of good-partnery). Surely . 
such provisions as these are strike substitutes worthy of 
every respect. 

This Works Council at Hartlepool, composed of an equal A 
number, of representatives of the employees and representa- 
tiTCS of the firm, became a kind of Court of Reference and 
Committee of Counsel rolled into one. Its chief purposes 
were the promotion of friendly communication between 
the firm and its labour partners on all affairs of common 
interest, and as an important part of its duty to take into 
consideration on the instant, before any ill-tempei: had 
entered into them, all matters or incidents calculated to 
breed friction /h all or any of the departments of the establish- 
ment. It served as a medium for the asking of straight 
qiestions by^the men on any matter of concern ; and, on 
the oth^r hand, it was used by the officers of the firm to 
eoftvfiy frankly to the representatives the knowledge of any 
rircun/stanoraiOT conditions that might at the moment be 
infiuencing the business prospects or efficiency of the 
company.^ 

The general conditions which attached to the participa- Fumesn 
lion of the workmen Jinder my control in the copartnership 
may be summed up in the following sections : nersHtp 

(1) While the board of directors retained for the officials 
of the company the full power to employ men as the circum- 
stafttecs of the moment might determine, the general condi- 
tions of working and payment accepted by their union 
were duly recognised. 

^2) Every employee — whatever his status (for, according 
to standards, labourers have rights equally with other 
members of the working-class community) — ^became a 
member of fhe copartnery by signifying assent to its 
principles, and by acquiescing in the regular deduction of 
5 per cent, from his pay until the shares to be allotted to 
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him, and which he had to apply for, became fully paid, thus 
enabling him to acquire his holding by gradual instalments. 
No employee could continue in the service of^the company 
for fhorc than three months unless he became a copartner. 

(8) The labour copartners — who, in other respects, were 
as the workmen of their class, not forgetting the legal 
rights conferred on emidoyees by the Workmen’s Compensa- 
tion Act — participate to the extent of their share holdings 
in such profit as might from time to time be paid in diyidends 
by the company. Large and small shareholder alike vfcrc 
on precisely the same footing in that respeet. 

(4) The control of the company’s affairs was vested in 

the board of directors, and no one other than the manage- 
ment possessed authority to engage or discharge workmen, 
and their rcsi^onsibility was to the board alone. Alongside 
of this existed the IVorks Council, whose composition and 
chief duties I have already described. • 

(5) The above outlined arrangement, alike in its parts 
and its entirety, was, as already stated, subject to the iiardinal 
and supreme condition that in acquiescing in it, <*.hc co- 
partners, while accepting the hours, wages,’ and other tonJi- 
tions of labour, actually secured generalljt. Jiy the other 
members of their trade unions throughout the country, 
agreed*to substitute on the one part for that barbaric instru- 
ment the strike, and on the other part for the equally out-of- 
date instrument the lock-out, conciliation by the Works 
Council, or, this failing, arbitration by a court of representa- 
tives of employers and employees, and presided over by 
the County Court Judge of the district or his nominee ; the 
chairman of such court to be regarded in the last resort, as 
final arbiter in all matters of dispute. 

I make no claim that the principles I have outlined here 
arc perfect in all respects. At a great mass meeting held 
at the Grand Theatre, West Hartlepool, ontNovemter 14, 
1908, the men pledged themselves, without a single dissen- 
tient, to give the experiment a year’s trial. Unfortunately, 
at the end of the twelve months the men decided by a narrow 
majority to discontinue the scheme. This, however, was 
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through no fault of my own, and though, without doubt, 
if the schcmcthad been given a longer trial improvements 
would have suggested themselves from time to time in some 
of the minor pbints, yet the outline of my scheme app*ears 
to me to contain the main features along which copartnery 
will and must develop, and I should like to take this oppor- 
tunity of stating, with all the emphasis at my command, 
that I am still convinced of its efficiency, given legitimate 
trial, as. a method to ensure the content and welfare of the 
employees in most branches of industry and commerce. 

When I first formulated this scheme a few years ago, the 
great question with me was. How can I prevent the constant 
friction, the wearying, demoralising friction, which was then 
bringing the very existence of an ancient, a great, indeed 
a cardinal industry of our country into jeopardy ? 

This being so, it will easily be seen that the exclusion of Tlie 
strikes, which fa my judgment is embodied in — nay, is the 
heart and soul of — copartnery was, in my eyes, its supreme 
viiiue ; fri fact it was the absence of the contingency of the 
strike uiider tfie principle of amity and friendly association 
that first attracted and then anchored me to it. 

The wholeiryii^e of the scheme is that it is designed to 
build up the organisation of a smooth- working machinery, 
directly intended to develop harmony, obviate waste of 
effort aiifl "material, and generally to promote the content 
and prosperity of all concerned. 

The idea of a strike by partners against partners — ^thc 
action of one set of partners bringing the business of the 
firm to a standstill, it may be for months, until another 
set^f partners have acquiesced in the other’s views of 
things — ^is quite at variance with the entire spirit of co- 
partnery, and I cannot imagine that any one who supports 
the principle can lament the absence of liberty to strike. 

A.t the time that I instituted the copartnership scheme 
at the works under my control, the position had reached 
such a critical stage that continuance of the strikes would 
have meant the strangulation of the employers and the 
suicide of the employees. 
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As regards the sharing of profits under the Hartlepool 
scheme, the men received 4 per cent, fixed Aid guaranteed 
interest on the shares they had purchased bycthe easy-pay- 
ment system, and they shared with the holders of the 
ordinary shares in the company whatever sum might be 
left after the apportionment of 5 per cent, for capital, and 
proper provision had been made for depreciation, reserve, 
and development, such amount being divided on the basis 
of the individual holdings of shares. In this way the men 
received not only a portion of the profit made upon tfeeir 
own labour, but also a share in the sums won by foresight 
and initiative *of Enterprise and the staying power of Capital. 

As to the actual payment to the men of the amount of 
their profits, the outcome of the experience of a number of 
firms in profit-sharing is an insistence that the proportion 
of profits which goes to the employees shall, in part at least, 
and certainly until the special employees’ s^xiares are fully 
paid, pass to the credit of the shares held by the profit- 
sharing employees, who, in the case of my own experiments, 
included all the men and boys in the company’s '^'employ. 
It has been found by experience that if any other doilrsc 
is pursued the benefits of discipline and th^Jui nd the sense 
of solidarity with the firm are largely lost, and even at the 
cost of inconvenience in individual cases these must be 
secured if the scheme is to be brought to an assured success. 

So far as the bare monetary aspects^ go, this is the essence 
of the copartnership scheme. But the dividend which most 
people hope to attain as its most profitable result is not 
the monetary gain whatever its measure, but the return 
which it gives to all in a greater freedom from individual 
worry and a more constant personal security. 

Copartnery spells something more than mere money- 
making — ^it spells also intimacy, friendliness, and, above 
all, loyalty in work and deed. As a commodity purchased 
for a given price, there is no logical ground, I acknowledge, 
for the representation of Labour in the administration of 
a company. But most progressive business men of to-day 
will recognise that success in business depends largely upon 
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proper relationships between employers and employees, 
and the time has come to * scrap ’ certain notions and con* 
ceptions which, however serviceable they were in their 
generation, have obviously passed their prime and canhot 
profitably inspire the conduct of business to-day. 

The time has come to fly to amity as a haven of refuge 
from the sickening course of friction between the forces of 
Capital and Labour, and even though, as a sort of by-product, 
amity v^ll make both the employee and the employer richer 
in flie mere workaday meaning of the word, I think all wise 
employers and employees would value it for the atmosphere 
of reason, the elevation of thought, the stronger disposition 
towards eordial relations and co-operation of forces which 
it invariably brings in its train. 

I have stated the case for co-operation as well as I am Why 
able to do in the brief space at my disposal, and now perhaps 
I play deal with some of the objections that have been object 
made to the scheme from time to time. At the time that 
I made the proposal at Hartlepool one of the greatest objec- 
tions made to the scheme was that it was liable to deal a 
severe blow to trade unionism. One of the most up-to- 
date authorii'*:fcion the subject of trade unionism observed, 
a short while ago, that economic history is beginning to 
testify that as the pay and conditions of labour improve, 
the weaker trade unionism becomes, and there is reason 
to believe that largely on this ground trade unions have 
hitherto looked somewhat askance at profit-sharing schemes. 

One of the most influential trade unionists declared that 
trade unionism would exhibit none other than a friendly 
attitude towards copartnery so long as copartnery did 
not seek to cut the ground from under the feet of trade 
unionism. But, as I have already indicated, it was not 
my intention to destroy the trade unions in association 
with the works under my control, while seeking to end 
the friction that threatened to ruin the industries in which 
I was concerned. 

In addition to a representative from each trade employed 
in the works, I invited to the ‘Works Council,* or, as I 
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prefer to call it, our ‘Family Council,’ the secretaries or 
local representatives of the numerous unions in the area 
having members engaged in the works, and I had endeavoured 
to :^akc them feel that the invitation was extended with the 
best of goodwill on my part as well as with the goodwill 
of my employees. 

Wwktra Another objection that might possibly be raised is that, 

arema- by putting unnecessarily large sums aside for reserve, 
depreciation, and similar purposes, the men might be 
deprived of a fair return on the capital they invest. I*am 
aware that a section of working men criticise the amounts 
laid aside by some companies for these various purposes 
as being devices for concealing the real earnings of the 
company from their employees. The dividend declarations 
of those companies which treat the necessity for these 
important deductions lightly arc used by the employees 
as whips wherewith to lash the companies ^who arc more 
prudent, on the ground that they arc merely dodges for 
d('priving the artisans and labourers of wages to which tlxy 
are entitled. But these allotments, though tfiey may vary 
from year to year, cannot be dispensed with if the directors 
have any regard to the continuance of 4SM.company in 
reasonable prosperity. A captain of industry who wishes 
to be regarded as other than a fool must make provision 
for the replacing of his plant and machinery, not ifierely in 
view of the wear and tear it is constasntly undergoing, but 
also in view of the possibility that, any day, portions of it 
at least may need to be superseded for some d(ivice more 
rapid or more ingenious — ^at any rate in some way more 
economical. If he desires to have credit as a practical naan 
of business, the same captain of industry must estimate 
for possible losses as well as gains. For instance, there may 
be a lawsuit over the interpretation of the terms of a contract, 
with a ship thrown upon the hands of the firm, or, fc may 
be, a case of alleged bad workmanship, or some other reason ; 
or trade may be so slack or so difficult to obtain that even 
rents and administration expenses have to be made up, in 
part at le%st, out of the reserve fund. Above all, if the 
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same captain of industry desires to justify his reputation 
as a man of anterprise — as a man who foresees events and 
makes adequate preparation for their coming — ^he must 
lay up funds for extension of works and other fornls of 
development. In any case it must be borne in mind that, 
if by reason of fat reserve funds the shares of the company 
rose in value, the employees* shares would benefit by similar 
accretions. 

Now. a few final words as to the future of copartnery Future of 
gcfierally. If the many labour strikes of the last few years, 
following on one another with appalling frequency, have 
indicated anything, they have indicated that what is 
chiefly wrong with the industrial world is lack of intimacy 
between the individual members of its three great forces. 

Greater intimacy properly established would in a short time 
bring greater knowledge, greater sympathy, and a closer 
ayd warmer t*)-operation. Whatever methods, new or old, 
may be commended, of this I am satisfied : If the great 
ladustiles of the kingdom are to be put once for all on a 
sound, •unsluikablc foundation, that foundation must be 
tife principle involved in copartnery. 

Evory ye 4 ?^i^^e gravity of the national situation increases, 
and believing that if we are to meet international competi- 
tion with any considerable measure of success, it is a condi- 
tion tlft;*most absolute that the relations of Enterprise, 

Capital, and Labour in this country should be placed on 
a footing much more* friendly, harmonious, and less wasteful 
than exists at present. I have great satisfaction in com- 
mending to all with whom my words may carry weight, an 
early, a careful, and a sympathetic consideration of the 
principle of Labour Copartnership. 
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•» , 

T he field of * commercial education ’ is an enormously 
wide one — ^incomparably wider, for instance, th|p 
legal or medical or military or cnginev?ring^ educa- 
tion. When we speak of legal education we think of tjie 
education of future barristers and solicitors ^^when we speak 
of medical education we mean the sort of training that the 
Genera! Medical Council insists upon as a prerequisite of 
practice. In the same way, most other forms special 
education, indicated by a descriptive adjective, have to do 
with comparatively restricted professions, with their definite 
standards and requirements. But * commerce ’ has a 
far broader scope ; it includes every kind of commercial 
activity, from that of the office boy who takes the lett^s 
to the post to that of the managing director of a vast and 
world-wide undertaking. Hence, accordingly, in the public 
mind * commercial education ’ is vaguely associated with 
a great many very different things. 

A couple of generations ago, * a sound commercial 
education’ meant the acquisition of a clear, handwriting, 
an .easy command of elementary arithmetic, the knowledge 
of a few salient facts of geography and history, with a 
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smattering of French thrown in as an impressive extra. 

In its best forms it was a necessary alternative to the 
misplaced and incompetent classicism of most of the avail, 
able middle-class schools of the time ; in its worst fornf^ it 
was solemn humbug. In the succeeding generation * com- 
mercial education ’ became associated with shorthand 
and typewriting and with what called itself book-keeping : 
its object was supposed to be the production of clerks 
who could hold their own against the German invasion. 

No^, in our own day, we have seen the advent of ‘ higher 
commercial education’ — an education represented by. 
University ‘ Faculties ’ and ‘ Departments ’ and * Triposes.’ 

It has to be frankly recognised that, before we can profit- 
ably discuss commercial education, we must come to 
some sort of understanding as to the type of commercial 
education wc are going, for the time, to have in our minds. 

In, this chaptc# I propose to speak only of ‘higher’ com- 
mercial education — education ‘ of a university type.’ 

I belicvt; that there can be such a thing, and that under 
present-day conditions it is increasingly necessary. I mean 
by*it«an education for young men who have already had 
a fair sccond^yv’-TSchooling ; a training which takes hold of 
them at seventeen or eighteen, and occupies their working 
days for three consecutive years ; a training whiefi is as 
serious makes as great demands on their mental powers 
as a degree course in arts or science. And, of course, the 
very statement of such a programme implies that what we 
have in view is the education of the future officers and 
commanders of the commercial army, not of the rank and 
fil^ 

This idea of a university training for business life is so A toord 
novel a one in this country that it will require time to make 
its way. The commercial world is not likely to be persuaded 
of its* value by the mere representations of university 
teachers. Most business men, I have not the least doubt, 
who set about reading this article, have noticed that its 
writer is a ‘purely academic person,’ unconnected with 
any big business, and have accordingly started with a more 
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or less conscious intention to take what he has to say with a 
very large discount. And this is a quite natural and proper 
feeling. No really successful educational movement can 
be Hhe creation of * educationalists ’ only ; it must satisfy 
some conscious need of contemporary society. It will be 
my purpose to explain what I consider, this need to be in 
modern commercial life. But nothing is gained by dis- 
regarding the obvious facts of the situation. So I want first 
to acknowledge, in the most unmistakable language, that 
the hesitation and scepticism with which a good many 
business men regard anything like a ‘ higher ’ commercial 
education is iiot without some excuse. 

The advocates of the new movement sometimes adduce 
the analogy of medicine or engineering. Even in medicine, 
they point out, the idea of a systematic education for the 
ordinary practitioner is quite a modern one. The analogy 
is certainly helpful; but, after all, it only Carries us part 
of the way. For commerce differs from a profession like 
medicine quite as much as it resembles it. So lon|^ as Mic 
present competitive organisation of society lasts, it is not 
in the least likely that the right to set up in business* or 
to be appointed manager or director wil’^ 4 jr';er bo made 
conditional on the passing of a qualifying examination. 
Commercial success will continue to be gained from time 
to time by men of the scantiest education, (there will 
always be a few untaught business geniuses ; and there 
Avill always be a much larger number *of men who, without 
being geniuses, make their way by dint of opportunity 
and shrewd sense. The direction of commercial under- 
takings is never likely to become a closed profession ; and 
it would be bad for the world, in more ways than one, if 
it did. 

But is the recognition of this obvious fact a surrender of 
the case for higher commercial education ? I think not. 
Grant that this country has got along pretty well, until 
recently, without any specifically commercial training 
worthy of the name ; grant that, if we go on as we are, 
a certain .amount of business ability will spontaneously 
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work its way to the top— is there no cause for dissatisfaction 
left ? • 

Let me ask two questions. First, what are business men The scm 
to do with their own sons ? The class I am thinking of 
is that large body of business men who have ^ substantial 
business interests,’ and who vnll be able, when the right 
time comes, to secure for their sons promising openings 
into business life, and perhaps, in due course, to help them 
with a. little capital. They send them to the ‘ public 
schools ’ or the great grammar schools. If they happen 
to distinguish themselves very much in the usual school 
studies, the headmaster or housemaster will probably 
suggest that they shall go to one of the older universities. 

In that event, they are pretty sure to be lost to business. 

But suppose the more usual case of the boy who does not 
particularly distinguish himself at school. His father intends 
him for a business life. What is he to do with him between, 
say, seventeen and eighteen and twenty or twenty-one ? Any 
oAc whS knows much of the business world knows that this 
is a cor*tant source of perplexity. It is easy to answer, “ Let 
liifti go into the office (or workshop, as the case may be), 
and learn th'^ krsincss from the bottom up.’ Often that is 
easier said than done. In the first place, unless the father 
can keep the young man under his eye, the position of 
‘ the governor’s son ’ in an office or works is notoriously 
aj)t to be rather demoralising. Yet, with the increasing 
scale and complexity of modern business, it becomes 
increasingly difficult to keep the son under the father’s eye. 

What many a father learns only from hard experience 
is that it is hopeless to expect from a son who knows he hasn’t 
to depend entirely on himself, who has been brought up in 
comfort and with a healthy schoolboy’s love of games, 
the same sort of keenness and application that the father 
may Have shown at his age, when the family fortunes were 
all to make. It is easy to understand, therefore, why many 
business men prefer, if they can, to put their sons, for the first 
two or three years, into the office of a friend. Here, again, 
is the fundamental difficulty that, in a great deal of modern 
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business, things are so subdivided and specialised that it 
is not easy, vdth the best will in the world# to exercise a 
tactful supervision over a youth, and see that he is given 
jusf>that job to do, at the right stage, that will constitute 
the best experience. 

I have known business men put their sons for a time into 
an accountant’s office ‘ to learn business.’ The plan has 
sometimes answered ; but after all it is very much a matter 
of chance whether the young man does get any yaluable 
experience in this way or not. Or rather the odds are heavily 
against him. For such work as he is capable of doing, 
without a greUt deal of help and supervision, is not likely 
to be particularly instructive. And for a really first-rate 
accountant to give a lot of time to explaining things to a 
young man and watching how he handles them — well, that 
is a good deal more desirable than feasible. 

What a Under such circumstances, what a wcll-organised Facu^jty 
CmnUmru Commerce can say to parents is something like this : 
mn do * We believe that we can do better for your sons dul*ing the 
next three years than you can do yourselves — ^lookcdKit even 
from the strictly utilitarian point of view. The universfty 
does not, indeed, limit itself to the utiliiaiuan paint of 
view : it believes that university studies and university 
life, without interfering in the least with “ practical ” objects, 
may give your son intellectual interests such as will make 
him a finer gentleman and a more useful citizen. Putting 
that consideration on one side, however, and thinking 
only of the commercial work your son has ultimately to 
enter upon, we believe that we can make a more profitable 
use of his time than you will find possible in any other way- 
Remember also that study in a modem university with a 
Faculty of Commerce — ^a university like that of Birmingham 
or Manchester — ^is not a cloistered seclusion. Your son, 
though he comes into touch with other interests, wfll not 
get out of touch with the business world. Besides, there 
will be plenty of opportunity, in the vacations, of inducting 
him gradually into bf^ce work, if you think it worth while.’ 

Let me «now ask my second question, and this time of 
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the business community generally. In the absence of 
systematic business training, do the leaders of business 
enterprise find there is really an adequate supply of young nesa 
men of initiative and judgment, young men who are rehdy 
to take responsibility and are fit to be entrusted with it ? 

I suppose different answers will be given to this question 
according to the kind of business we have in mind. Where 
all the thinking and deciding is the work of two or three 
principals, and the employees are ‘mere* clerks, no sense 
of dearth is likely to be felt. But in the great manufacturing 
concerns there is reason to believe that neither the ordinary 
olFicc staff nor the ordinary works staff <?an always be relied 
upon to produce men capable of anything more than routine 
service. 

Here is what two successful business men of the Midlands, 
conversant with the organisation and management of great 
concerns — ^Mr.^Hipkins of Avery’s and Mr. Gibson the well- 
known accjoimtant — have said on the subject : 

In flic departmental administration of large concerns, 
tcchnic.il skm is so evidently called for that experts with 
the Ifighcst available training are employed in subordinate 
positions of - authority. Yet this country has hitherto 
iK'glected the training of general managers, who not only 
engage and superintend these experts, advance them for 
])roved '“competency, or dismiss them for inefficiency, but, 
at the same time, have the responsibility of buying materials 
to the best advantage, deciding as to the extension or re- 
j^lacement of plant, assuring the disposal of the output, 
and planning financial policy. Every director of an indus- 
trial company has doubtless eij^perienced the difficulty of 
filling the position of executive head of a commercial concern. 

‘In some cases, departmental managers are thought 
capable of assimilating the knowledge necessary outside 
their t)wn special branch, or, more frequently, clever clerks 
acquirci some technical insight into departmental work ; 
and, when a v^icaney occurs in the post of managing director 
or general manager, it is filled by promotion from one or 
other of these sources. Not infrequently the results arc 
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disastrous : for the training of the departmental expert 
is often found to unfit him for general management ; while 
the promoted clerk is entirely in the hands of the depart- 
mental experts whom he has not sufficient knowledge to 
control. 

^ In banks and other financial institutions the like 
difficulty exists in an equal degree ; for the strict discipline 
necessary in the subordinate grades of service do(*s not tend 
to develop the sound and quick judgment that is required 
in positions of control.’ ^ 

Shortage Many as are the men of natural business ability who 
somehow make their way upward, it is pretty commonly 
felt, I understand, that there arc by no means enough of 
them to go round, and that the spontaneous working of 
the industrial machine certainly does not always throw 
them to the front just when they arc wanted. 

Perhaps my readers will now let me assume that I have 
made out something like a provisional case. The possibilities 
of higher commercial education ought seriously to J)c 
considered. The next question is wherein tljat eiucation 
shall consist. Here, again, we may as well be frank. #» TBkj 
absolutely essential thing is that the stvsdcnt should be 
enabled to realise that business, properly regarded, is full 
of intellectual interest. Too commonly the young English- 
man thinks business a dull thing, a thing from which one 
earns a living, but from which one can hardly be expected 
to get much mental satisfaction. lie Ras to be made to see 
that the successful conduct of a business means the right 
decision, as they arise, of a never-ending series of problems of 
policy. No instruction, indeed, can possibly inform him 
beforehand just how the problems are to be solved : com- 
mercial teaching can never be a set of recipes for making 
money. All it can do, and that is a great deal, is to create 
the frame of mind which realises that there are such and such 
problems, and which grasps the sort of considerations by 
which they ought to be determined. • 

It is not everybody who is capable of that frame of mind ; 
and that is nothing to be surprised at : it takes all sorts 
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to make a world. Yet I am sure, as the result of a good deal 
of experience, that there are any number of young men 
who arc capable of being roused to this keenness of interest 
if the subject is properly presented to them. For fear* of 
misunderstanding let me add that the ‘ intellectual interest * 
of which I speak is not necessarily bound up vnth pecuniary 
interest. It is the glow which accompanies any pleasurable 
exercise of tlic mental powers ; and in this case it accom- 
panies tlie conscious disentanglement of the points of vital 
significance from a mass of irrelevant detail and the conscious 
balancing of relative possibilities and advantages. Such an 
intellectual interest is not only necessary when a business 
man reaches a position of responsibility : it is necessary if a 
young man is to make his way with unimpaired faculties 
through thise early years, of most occupations, which arc 
bound to be largely occupied with deadening detail and 
routine. . ^ 

As compared with the awakening and guiding of business 
judgment^ all mere information — ^all mere technical dexterity 
— is of s^ght^v^alue. Nothing has done more harm to the 
cause* vf highe'r commercial education than the idea that to 
be able Jio ‘ keepj a set of ‘ books ’ or to write a letter in 
French, to know the meaning of a number of technical tenns, 
to be acquainted with the definition of a contract-»-that 
Ihcse of ih^nselves constitute a valuable commercial equip- 
ment. They arc, of (purse, qualifications which have their 
23rice on the market ; like shorthand or — on a lower level — 
typewriting. But they do not necessarily bring with them 
the supreme qualification of business sense ; and while they 
can^be taught in such a manner as to help to bring out 
business powers, they can be taught in such a fashion as 
actually to get in the way. 

There is no one quite obviously right way of constructing 
the curriculum of a Commercial Faculty. Everything 
depends on the personality of the teachers and on what 
they make the several courses to mean, rather than on the 
names that are given to the courses or even the syllabus 
of contents. There are almost as many possible ways of 
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constructing a commercial curriculum as there are, according 
to Mr. Kipling, of constructing tribal lays ; and it is as 
true of them, worked in the proper spirit, as of tribal lays 
that ‘ every single one of them is right.’ But the proper 
spirit is essential ; and that is the spirit which constantly 
remembers that the goal is the power of business judg- 
ment. 

Perhaps I may explaii^ how we in the University of 
Birmingham aim, first directly and then indirectly, at this 
course goal, without in the least implying that we have res^hed 
perfect methods or that other universities may not be 
wise in arranging things differently. We begin, in the first 
year, with courses which are designed to give the student 
a sort of general notion of the business world. First comes a 
little sketch of the history of trade and manufactures, and then 
an account of the present position and organisation of the 
chief British industries — ^agriculture, coal, ir^n, steel, cotton, 
wool, &c. Then we go on to a similar outline account of the 
business situation in the chief British Dominions-^-Can%da, 
Australia, and South Africa, as well as of Indiar* Th^quantity 
of bare * facts ’ is kept down to a minimum : the purpose 
throughout is to set students thinking ot^causes, .Why is 
Lancashire the home of the cotton industry ? Why is 
spinning commonly separated from weaving ? Why has 
there been so marked a tendency in the steel trades to bring 
the various stages or branches under a single control ? 
Why are large farms typical of England ? Why does 
sheep-raising fiourish in Australia ? Why does Canada 
sell most to the United Kingdom and buy most from the 
United States ? Why did gold-mining take its modern 
capitalistic form on the Rand ? And so on and so on. 

Side by side with this comes a little ‘Elementary Econo" 
mics.’ Personally, I am not in the least inclined to over- 
estimate the value of what is known as Political Economy. 
It certainly has been over-valued in the past ; and there may 
be places where it is still given an excessive amount of 
attention. But I have come round to believe that a little 
undogmiatic consideration of the large general forces which 
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affect the production of wealth and its distribution as rent, 
pij^ofit, interest, and wages is an excellent mental exercise 
for the future business man. 

In the second year we go on to a course which deals 
with our chief commercial rivals and customers, especially 
the United States, Germany, France, Russia, Italy, and 
South America. As before, the larger facts only are given, 
and they only so far as they have significance. The student 
learns, for instance, wherein consists the present business 
impff>rtance of Westphalia ; but he is also asked to con- 
sider why that importance has so rapidly developed, hi 
the same year we introduce an outline course on the 
problems of transport, and on the principles (or want of 
principles! which have governed railway rates and ocean 
freights(j 

After alR this preparation we are able to come in the Bunn&u 
las{ year to the^course to which everything else may be said 
to be contributory — the course on Business Policy. Each 
ui^versity must, in a matter like this, have regard to the 
probably needs of its own particular circle of students. If 
I werq organising the courses at a great port, I should lay 
special .stress oi^ * merchanting ’ and on the management 
of shipping business ; if in London, special stress would 
have to be laid on the Stock Exchange and financial opera- 
tions, onj^&nking and on the produce markets. The essentials 
about each of these subjects are set before our Birmingham 
students elsewhere in their programme of studies, and 
notably in a course called ‘ The Technique of Trade.’ 
where they handle in turn all the chief commercial documents, 
from bills of exchange to bills of lading. But we have 
thought that for a Midland university it was better on 
the whole to take manufacturing business for its chief 
interest. Accordingly we seek, in the course on Business 
Policy^ to consider all the chief questions that are likely 
to be presented in the creation, financing. laying-out. 
internal management, and external marketing of typical 
manufacturing undertakings. Side by side with this runs 
a brief course on statistical methods, wherein the student 
I c 
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learns what statistics are available for business purposes, 
and how they are to be interpreted. 

The Meanwhile, all this time the student has every year 

been producing his two or three reports for the weekly 
gathering which we call by the convenient German term of 
‘ Seminar.* Some couple of months ahead he has been 
given a business subject to work up, told what books to go 
to and people to consult. His rough draft is privately 
criticised ; and then he reads aloud his paper to be dis- 
cussed by his teacher and fellow-students. Beginn’ng 
with a very humble account, perhaps, in his first term of 
the Sources of tiie Iron-ore Supply of Great Britain, he 
may end with something as difficult as Premium Wage 
Systems or American Trust Finance. The ‘ Seminar ’ is 
certainly one of the most useful features of our Bi m igham 
system. A young business man ought to be aVi to write 
a terse and clear report for the head of his department 
or for the use of a board, either on the facts to be found in 
printed sources or on the facts ascertained with regard to 
some line of trade by personal inquiry. But how few there 
are who can do work of this kind without some sort of 
preliminary training ! 

The courses hitherto described form the central core 
of the Birmingham instruction. But there arc other 
subjects, which though they arc ‘ instrumental ’ and not 
primary, are nevertheless not to be neglected. There must 
be courses on Commercial and Industrial Law ; and quite 
considerable attention must be directed throughout to 
Accounting. 

Know- By Accounting I do not mean Accountancy, the craft 
of of the professional Accountant, but rather such a knowledge 

of accounts as every business man ought to possess. Account- 
ing has hitherto been hampered by its associations with 
what passes in educational circles for book-keeping. It must 
begin indeed with book-keeping, but it can go on to the most 
difficult questions, both of form and of substance, of modern 
finance; and it may most properly furnish the subject- 
matter for a university course. Suitably handled, Account- 
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ing cultivates not only exactitude of record but also clearness 
of thought. And the recent development of Cost Accounts 
is opening for Accounting an even wider range, and linking 
together the organisation of ^ office ’ and *' works ’ in a hew 
harmony. 

Yet again a word of warning may not be misplaced. 

There is quite a danger in German and French colleges — 
less perhaps in England — ^lest altogether too much weight 
should be attached to mere office technique. Time may 
easily be wasted in causing a class to perform over and over 
again all the steps necessary in some particular sort of 
transaction ; and in acquiring a knowledge of details of 
form and procedure which the student may never have to 
use, an^ ^hich, if he does ever want them, he can pick up 
witli ablkiiflte case in a few weeks’ actual practice. . 

All the jiubjects I have so far mentioned have been Value of 
strictly ‘ comAercial.’ But they will not exhaust the 
programpic of a complete university course. Foreign 
lailguages have been grossly over-valued in this connection. 

, As a grdat business man once said, ‘ If you are the sort of 
pefsoft that is going to make bad bargains in English, 
it will not help ybu much to be able to make them in French 
and German also.’ Still, modem languages have an 
instrumental value. Every graduate of a Faculty of Com- 
merce ought to be able not only to read a business letter 
in another language, % but also — ^and this is usually much 
more to the point — to keep abreast of what is being done 
in his own line of trade abroad by turning over the technical 
and financial journals of the country in question. 

What is less generally appreciated is the value to very Technical 
many business men of a little technological knowledge. 

A man who is likely to go izito a chemical business, for 
instance, even though he may intend to remain entirely 
on ‘ tfie commercial side,’ will be much the better for 
knowing something about chemistry. So wide a range of 
modern manufacture is closely connected with engineering 
that a general acquaintance with the chief types of machines, 
a little experience with the ordinary workshop tools, and 
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the power of " reading a drawing ’ >vill often be astonishingly 
useful. We are destined, 1 am sure, to see some remarkable 
developments in this matter in the next few years. The 
great technological colleges that have been created in 
Germany, America, and Great Britain in recent decades offer 
undoubtedly an excellent training, in the main, for the 
technical expert. Even for him, they have probably 
been a little too narrowly technical. It is now coming to 
be seen that even the engineer may be the better for. a little 
commercial training. That, however, is ‘ another storyV* 

It is not the engineer I am thinking of just now so much 
as the young commercial man in the office of an engineering 
business. For his particular needs the engineering school 
has usually nothing to offer. Such a rapid outline course 
as could doubtless be constructed, setting forth what 
a man of ordinary intelligence who will ‘ give hrs mind to 
it * can take hold of mth the help of elcmentaly matl? *- 
matics — such a course the engineering school commonly 
despises as ‘ a mere smattering.’ Ultimately public opinicu 
will probably force the technological schools to' mak'' them- 
selves more generally useful. At the University of Birming- 
ham, fortunately, it is already possible for the student 
preparing for a business career to combine with his strictly 
commercial studies enough work in the engineering, mining, 
metallurgical, or chemical departments to get a" pretty 
good general notion of what goes on in. ‘ works.’ 

Up to this point, I have been trying to argue the case for 
higher commercial education on its merits. But it is now 
fair, I think, to point out that commercial education of a 
university character is by this time something more than, a 
project. In Germany the movement for the creation of 
commercial colleges of university rank is by far the most 
important educational movement of this generation : it 
occupies as large a space in the public mind as the ihove- 
ment for the great polytechnic colleges in the previous 
generation^ 

Indeed, by the time the British public had caught on to 
*the Charlottenburg idea,’ the Charlottenburg idea was 



MODERN COMMERCIAL EDUCATION 37 

rather ptissi in the land of its origin. The commercial 
colleges which have now been established at Cologne, 
Leipzig, Frankfort, Berlin, Mannheim, Munich and else- 
where are no hole-and-corner affairs intended for the 
evening hours of a subordinate social class. They possess 
fine buildings and large incomes provided by the generosity * 
of the business world and the great municipalities ; they 
have large staffs of professors under distinguished ‘ directors 
of studies,’ and they are frequented by thousands of business 
nftlfff^ns from all over Europe. They are not the gift of 
a beneficent Government : they represent a perfectly spon- 
taneous movement of the business world itself, which is 
dissiftisHfed alike with the ancient university and with the 
new tetenical school, and now takes the matter into its 
own iLvr'Is. 

For my part I regret that most of the new German 
Qpmmcrcfiil <;olleges have been established apart from 
the universities. Business men have a great deal to learn 
•^om Association as fellow-students with men of different 
profes^ons T and the loss is one that affects all parties. 

• In America the movement, which is similarly wide-spread- Whni 
ing, has fortunately taken the university direction. Begin- 
ning with tKeless conservative universities of the West, like 
those of Wisconsin and California, supported by the State 
and quickly responsive to public opinion, it has spread 
now to the oldest and most cautious institutions, such as 
Harvard. Various policies are being tried : sometimes 
commercial courses are provided for undergraduates as 
part of their work for the first or bachelor’s degree ; some- 
ymes they arc offered only in a graduate school to men who 
have already taken a bachelor’s degree. There is much to 
be said for cither policy : and in America the crowds 
of young men of different ages and origins and ambitions 
who^re flocking to the universities are large enough to pro- 
vide students for institutions of more than one type. 

In England, also, the movement has been associated wJtat 
with the universities ; but in this country it has been con- 
cerned, exclusively almost, with students in the under- 
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graduate stage. The situation here is very different from 
that in America. There no difficulty is found in gathering 
students of any age from seventeen to twenty-seven ; here 
the ^sk, first of all, is to put ‘ the university idea ’into the 
heads of the great business middle-class. That it might 6c* 
a good thing to send liis son to a university, even if he 
intends him for a business career, is a doctrine that still 
has to make its way in England. So that, though there 
are, no doubt, already a certain number of men who 
have graduated in arts or science and arc ready to a 

year or two longer in special preparation for business, they 
are too few to he specially provided for ; and wc w{io arc 
in charge of departments of commerce at tlie sities 

will be well satisfied if we can draw to us young mc^i as they 
leave the secondary schools — instead of their beifo 1 ent to 
waste their time in an office, during those pre^ous ye^irs 
when their work might be made so much mgre j^mteresting 
and they themselves so much more efficient. 

EfUiencff With this word * efficient ’ I should like to end. Ancl hc^^^ 
I might be allowed a word of personal testimonj". It is now 
ten years since I came back from Harvard to org{>,ni«;c 
the new Faculty of Commerce at the University of Birming- 
ham — the first under that particular name di ^ Faculty ’ in 
this or any other country. It has been a task not inarduous ; 
and when, in the scanty classes of the early years, L ’•ccallcd 
the large audiences that thronged the lecture-rooms across 
the Atlantic, a certain occasional misgiving was perhaps 
excusable. These misgivings have passed away, partly 
because our numbers have grown, but also because there 
has now been time for our graduates to make their way 
into the business world and show what their training has 
‘ amounted to.’ They have proved that the tlirec sessions 
they spent at the university were not wasted ; that they 
are able very rapidly to pick up all they could pocsibly 
have learnt had they been all the time at the office desk ; 
and then to go further and to display a power of quickly 
mastering a subject and grasping a situation which has 
surprised and satisfied their employers. 
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When one leading business man said, ‘ My son is a better 
business man than I am, and I put it down to the univer- 
sity,’ and another, * It was the best day’s work I ever did 
when I sent my son to the university,’ I felt sure we \frere 
on the right track. And I cannot think so meanly of my 
country’s intellect as not to believe that it will soon realise 
just what it is that Birmingham and other universities, 
new and old, are now offering it. If this country is to be 
be aten in the world’s competition, it will be no comfort to 
ou^fSlSftical ’ manufacturers and merchants to have been 
beaten by ‘ college-bred ’ Americans and Germans ! 
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N my opinion one great reason why Loijdon is tlic 
centre of the world is the fact that it is*on the Tharaes. 
History proves that the growth of cities has been 
largely governed by their being built adjacent lo riv<fA». 
The Thames has given London a maritime* as well as a 
merely commercial and manufacturing outlet for its energies. 
This alone, however, does not answer thoqu^estion— ‘ Wliy 
is London the Centre of the World ? ’ The more complete 
answer is that its inhabitants have been pioneers in the 
development of the sciences and arts applicable to com- 
mercial and industrial purposes at hpmc and abroad. 

From those contributory causes London has grown to 
be the capital of the most marvellous Empire the world 
has ever known — ^thc centre of the Imperial Government, 
the cradle of liberty, and the place from which the finances 
of the world are influenced, if not controlled. 

London possesses the great advantage that as the capital 
of the Empire it is acknowledged to represent all that 
Empire’s virtues. For centuries the word of an Efiglish- 
man has been as good as his bond, and this reputation 
gives London the foremost place amongst the capitals 
of the world. We do not doubt that for integrity and 
honesty the metropolis is equalled by the merchants of 
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Manchester, Glasgow, Liverpool, and other great cities in 
the United Kingdom, but the foreigner can only think of 
London because it is the capital, and therefore to London he 
first ascribes that faculty for scrupulous trading and rigid 
honesty which is, however, also characteristic of the nation. 

But before I deal more fully with the business supremacy virtucji of 
of London I will touch upon the position of London as the 
headquarters of British law and local government. English 
law may. not be the most clearly codified, but it is held 
by international reputation to be the most honest. 

The men who administer it are held in the deepest respect 
the wai^d over, and, as a result, the foreigner feels safe 
d^iingj^ith a country where he knows he can obtain 
justice, aild foreign shipowners wish for nothing better 
than that their disputes and claims should be adjusted 
in English naval courts. As for local government, it is 
admitted that London is the best-governed city in the 
world. London was the cradle of civic freedom. It has 
• c?R:%ted afid developed a system of local government which 
has becn^ copied by every civilised city in the world. 

'London has influenced for good local government in the 
four corners of tha earth. 

Then there is our Parliament. As humanity develops Our pcHi- 
and is educated, the people are gaining their liberties, 
and as it is only through a properly elected legislative 
assembly or parliament that they can express their opinions 
and govern themselves, they are naturally desirous of having 
the best possible parliament. It is merely repeating a 
generally accepted fact when I point out that all new 
legislations are based upon, if not equal in their liberties 
to those enjoyed in, the Mother of Parliaments, and that 
it is to London the reformers come for guidance and help. 

Of course the Houses of Parliament belong to the whole 
country, but their presence in London is another reason 
why the metropolis is the centre of the earth. 

But when ah is said and done, London’s supremacy 
is based upon the fact that it is the centre of the world’s 
trade. I have already referred to the great influence the 
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metropolis exercises on the finances of the world, and if 
I hesitate to say that it controls the world’s money it is 
merely because I know that London can prove that it 
is the centre of things without the aid of exaggeration. 

Export To begin wth, London is the export focus of the world. 

^ mean that the metropolis, as the result of hundreds 
of years of trading, has gained the confidence of the whole 
world, so that goods which come from it bear the London 
mark, which is accepted as the London guarq.ntec, and 
as such are accepted by traders all over the glOb’^'^^o be 
sure London does not fix the price of everything — cotton 
is a notable case in point — ^but experience has opened that 
to do a big business the firm concerned must hS^ a iJondm 
office, while the fact that this is a free-trade cmintry gives 
the port of London an added attraction in the eyes of 
the foreigner. Millions of pounds’ worth of goods are sent 
to London to be, in turn, exported too other countries, 
and, of course, London benefits in many ways. There 
arc such things as insurance, brokerage, chi^ping,«ft.':id 
bills of exchange, from which London dfaws its money 
and increases its employment. All these things go t6 
consolidate the prestige and position of the metropolis. 

Of course London’s great position is primarily due 
to the long start we had of other nations. ^The perfect 
system we have of dealing with bills of exchange, the 
financial supremacy of the Bank of England, and, indeed, 
our banking facilities in general, are the result of centuries 
of work and experience. These advantages are placed at 
the disposal of anybody who cares to come to London, 
and we know that they do come in their thousands. ^ 

America has found in London the only centre from which 
to create a world-trade of its own. Even when dealing 
with the South American Republics the leading business 
men of the United States have had to start offices iif London 
in order to increase and develop their export trade. This 
may seem rather remarkable to the man iti the street, but 
the explanation is simple. In doing a large export trade 
cash is seldom used, bills of exchange taking their place. 
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Now the South American trader knows nothing of the 
credit of firms operating in North America, and in turn 
they know nothing about him. But both parties want to 
trade, and while one wants cash the other requires credit*. 

In their dilemma they must have recourse' to bills of 
exchange, and for this they must take advantage of London’s 
perfect organisation as well as London’s credit and financial 
standing. A London bill of exchange can travel round 
the world and practically pass for currency all the time. 

Thus ft^^^iiccessary for any firm to get the advantage of 
London’s reputation to open an office in the metropolis. 

A bill of exchange is a complicated matter and not easy Bills of 
t;,'^he lay mind, but I will take a ease in point 
and use it as an illustration. We will suppose- that a firm 
in Chicago buys a thousand pounds’ worth of goods for 
a customer in England. The goods arc shipped, and the 
Chieq^go firm gets^^its bill of lading from the shipper. Now 
as some weeks must pass before the English customer gets 
4 iis^> 5 ^ods, •the.^ Chicago firm would have to wait for the 
money were it Aot for the bill of exchange. The Chicago 
firm, «therctorc, draws up a bill of exchange on London 
in the name of his English customer, payable in three 
months, and along with the bill of lading takes it to his own 
bank where, in exchange, he receives in cash the price 
of his goods* which he has shipped to England. The bill 
of exchange reaches a London bank in due course, and 
the latter gets the English customer to endorse it, thereby 
promising to pay it when it becomes due. In return for 
this endorsement the bank hands him the original bill 
of lading, and he gets his goods on arrival. If the bank 
takes the view that the Englishman is not in a position 
to pay for the goods it retains the bill of lading and secures 
the goods for itself, eventually selling them. Of course 
this very* seldom happens, and every business day through- 
out the year a vast quantity of the world’s merchandise 
is handed over without any actual payment. A bill of 
exchange on London may be drawn up in South America 
on goods shipped from New York to Liverpool or Bradford. 
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The goods may never reach London, but the bill of exchange 
— ^that is, the money — ^must, for London’s credit is the best 
in the world and traders in every part of it have agreed 
'on London as their centre. It is a wonderful' thing, and 
one of which every Englishman should be proud. 

I have explained the bill of exchange at length because 
it plays such an important and vital part in the business 
of London. The business of the world is done in cheques 
and credit — not in gold — ^and as London is not .the product 
of a few days, but the development of centSfRiS^'i't leads 
the way. 

Lending Another aspect of London which helps to explain its 

blowing supremacy is its great lending and borro’^ipg "capaaty. 
When New York, Paris, and Berlin fail, London comes to 
the rescue. The big promoters come to London with their 
brains teeming with gigantic schemes, and it is in London 
that they find the necessary money «fco develop Jthesc. 
British capital maintains Canada, it is responsible for 
many of the most successful enterprises in tho-gr^at co^rtrits 
of the world, and invariably the headquarters of the lenders 
of the money have London for an address. When tne 
United Kingdom wishes to speak to tha world or deal with 
it, London is the mouthpiece and the agent. Weaker 
nations anxious for more money send to London for it, 
and if they want money from others they use the influence 
of London to get it. In this wp.y every year hundreds 
of millions of pounds are invested by Londoners in the 
enterprises of the world. 

The home Life insurance and fire insurance — two of the most vital 
of commercial enterprises — owe their birth to Lgndon. 
Fire insurance came soon after the Great Fire of London 
and long before the rest of the world was educated enough 
to realise its great money-making possibilities. liondon 
also developed life insurance. The slow growth of centuries 
is to-day seen in the perfect organisation and the world- wide 
integrity of our insurance companies. *They have been 
tested severely along with the insurance companies of other 
countries^ and the result has been to enhance further 



WHY LONDON IS THE CENTRE t5 

their supremacy. Take the great San Francisco earth- 
quake and fire. It is admitted that the London insurance 
companies, by their liberality and promptness of payment, 
completely vindicated themselves and proved that their 
supremacy was no mere paper statement. Other insurance 
bodies looked for quibbles in contracts, threatened litigation 
and carried out their threats, some even declined to pay, 
but London made only the usual inquiries, admitted its 
claims, and paid on the spot. Something similar happened 
in the the Jamaica earthquake and fire. Where the 

insurance companies of America, Germany, and France 
failed, Lopdon succeeded. Is it any wonder then that 
^lien^er thJre is a place or a life to be insured London 
is thought of first. It is our reputatiqn for fair dealing, 
our hatred of deceit, our honesty of purpose, that have 
given British trade the hall-mark of security and has gained 
for iUthe confidence of the whole world. 

Shipping insurance has been London’s exclusive property Import- 
^ncc fixe days when Edward Lloyd gathered informa- 
tion from tj^c seh captains who used to frequent his coffee- 
houses Merchants of those days met at Lloyd’s and trans- 
acted business, and from the gossip of the coffee-tavern 
developed the famous organisation known as ‘ Lloyd’s.’ 
Lloyd’s guards the shipping of the world. With its head- 
quarters iir London and its agents scattered throughout 
the <vorld, it daily reqprds the movements of the ships 
carrying the commerce of the globe. Lloyd’s insures ships 
and cargoes, and when it has undertaken to replace any 
loss incurred, its agents follow the movements of the ships 
concerned all round the world until they arrive safely 
at their destination. Lloyd’s, as is well known, is an 
association of men known as underwriters, and for a ship 
to be insured its owners must be known on Lloyd’s — that 
is, to onft or more of its members. The premium varies 
according to the stability of the ship, the quality of goods, 
and the length Of the voyage ; and several underwriters 
combine to insure every ship. When the latter happens 
to be overdue the underwriters offer higher premiums 
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ho other underwriters to relieve them of their responsibility. 
This is the working of the famous organisation that has 
helped to make London the centre of the shipping trade 
df the world. The integrity of the members is assured 
by a deposit of £5000 being required from each, while each 
underwriter’s books are audited yearly by the committee. 
I mention this in passing just as a reminder as to how 
things arc done in the City of London. This great metro- 
polis, vast and wealthy as it is, could not become the 
centre of the world in a few years, or even iff'a’^Shtury. 
The establishment of credit is a matter of time, and 
to gain the confidence of the world requires^ test of 
character and efficiency that is protracted, searching, iSki- 
rigid. 

Lloyd’s docs not confine its energies and money to insuring 
ships. You can insure anything on Lloyd’s from your 
son’s education to the death of your * favourite horse. 
England — and, therefore, London — created, developed, and 
retains the supremacy in the insurance business, 

I remark that this is due primarily to tlie taft that we 
were the first in the field. All the same, the mere fkef that 
we invented insurance is in itself no rsason why we still 
lead the world. With the universal advance in education 
and the struggle for existence that is going oq everywhere 
even London could not maintain its great position were 
it not worthy of it. 

The fixing of the price of the world’s commodities is 
another of London’s prerogatives. When the business 
pioneers burrow into the interior of Africa or Asia and 
barter goods for the merchandise of the natives, it iv not 
New York, Paris, or Berlin which settles what the enter- 
prising traders can charge for their goods. London sees 
to that, for London is the gateway through which the 
goods of the earth pass, and at that gateway are \he men 
who say what value ivory, diamonds, gold, the newest 
thing in the way of time-saving machinery, and scores 
of other articles are worth in black and white. They are 
the experts who know how to reduce every article o 
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commerce to figures on a bill of exchange. Again London 
is indebted to its forefathers, the men who made it. 

While all the products of the earth are passing tlirough 
London very little money is used. Money is only a token • 
the real money is the actual merchandise. London mer- 
chants trust one another with thousands of pounds’ worth 
of goods, for credit is the very life of commerce. The 
many long-established houses in the metropolis whose 
histories go to make the history of London are worthy 
of the wOAiadjnce and respect of the Avorld. They stand 
for liondon, and London stands by them. How often do 
we hear the proverb, ‘ The word of an Englishman is as 
good t*s his bond.’ This is no light saying ; it is real 
solid truth. Every day in the City hundreds of thousands 
of pounds change hands with no other acknowledgment 
than a few spoken words. Merchants trust each other ; 
loans arc made on the spur of the moment, ratified by 
word of mouth. There is no time for formal receipts ; 
evevybody is t'^o busy. 

The supremacy of England upon the seas is reflected Our 
irf the returns of merchant ships. We own more sea-going 
craft than all the other countries of the world put together, 
and so it is not to be wondered at that the metropolis 
is the greatest of shipping centres. Rivals grow and 
develop, but London, big as it is, is developing too. Experts 
maintain that this sea supremacy has arisen out of th(‘ 
perfection of our banking system, and they are right. 
Without the backing of London’s wealth, these thousands 
of ships could not sail the oceans of the world. Great 
Britain forms the largest trading centre in the world ; 
it is the biggest business, and, therefore, the ships of the 
world come to its ports, bringing merchandise and taking 
it away. And London, as the capital, attracts the majority 
of the ships, making the tonnage of its port the greatest 
in the world. 

Everything is to be found in London. It is a fact well 
known in business that the world sends to London when 
it wants anything in particular. American and continental 
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firms issue lavish catalogues inviting customers to send 
for samples or to order the goods. In five cases out of six 
the merchant has to send to London in order to satisfy the 
demands of his customers. London is the centre, the very 
heart of the world’s trade. 

The * It is a common saying that London is the middleman 
world. In other words, that it does not manu- 
facture — ^it only sells. This is a mistake, although as 
middleman the metropolis is unsurpassed. London is 
a great manufacturing eity. Densely populsfted* eat it is, 
and spread over so large an area, its factories and work- 
shops arc not '30 noticeable as the factories pf Leeds, 
Bradford, and other great manufacturing duties, bViw^ll 
the same, London ranks high as a manufacturer, although 
its supremacy is not due to this. It is significant that many 
classes of London-made goods carry with them a prestige 
no other British merchandise enjoy. To* the foreign piind 
London, as the scat of the government and the centre of 
the Empire’s finances, must represent the j^esfe, muj^ kei? 
in fact, the best. That is why our manufactures go to the 
farthest corners of the earth and by their quality hdp tb 
maintain London’s supremacy. 

The The London Stock Exchange is another of our institu- 

which have served for models to less favoured nations. 
Its procedure and rules have been copied by e-very other 
Stock Exchange, and although the younger exchanges 
arc making rapid headway, the prestige and position of 
London’s remain undiminished. Nowadays, Wall Street and 
the Paris and Berlin Bourses have considerable influence on 
the finances of the world, but when all is said and done 
London rules the settling. Crises come and go ; there 
are commercial upheavals, panics, failures, and a thousand 
other ills to which the business of the world is heir, but 
the London Stock Exchange emerges untarnislAid. The 
reason is simple. The committee of the Stock Exchange 
require absolute obedience to their rules, honourable 
dealing is enforced, and every member must meet his 
obligations, while the rule prohibiting advertising, though 
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it may seem oonservative and out-of-date^ at any rate 
serves to make foreigners regard membership of the London 
Stock Exchange something of which to be proud. The 
New York Exchange man may advertise and» of course, 
he thinks his British confrere ought to do the same, but 
in his heart he admires that British reserve which enables 
the Stock Exchange to maintain its hold on the imagination 
of the people and at the same time earn their confidence 
and trust. • 

It ft a conglomeration of all these great interests that Supreme 
places London first. When we consider the whole subject 
it is, indeed, remarkable that in every branch or division 
of»b?[sincss London is supreme. One might imagine that 
with the rapid development of the younger nations this 
great capital of ours might be overtaken and passed in 
certain departments of human activity, yet such is not 
the 5asc. As the years go by, London seems to tighten 
its grip on^thc world. It continues to draw towards it all 
•llle leading man of the earth. And certainly the long start 
we have h^d is* a tremendous advantage. In the old days 
London^ merchants supplied money for the wars of kings, 
and as th*c monarchs realised that they could not conduct 
their expensive military campaigns without the aid of 
London, the latter grew in importance, slowly realising 
the truth that money is the sinews of war. The merchants 
thci^upon gained advantages, privileges, and charters for 
themselves and their city, and in time built up a great 
and powerful London. When America came into being 
London had centuries of work and progress behind it ; 
whcfli France, Germany, Russia, and the other nations 
were developing London was an ancient city. Spain and 
Portugal had had their day as the principal dealers in the; 
world’s merchandise, but Madrid and Lisbon proved unequal 
to the ftrain. They had their chance, maintained a sort 
of supremacy for a time, but eventually had to give way 
before the great pioneers of England. 

There is no need for me to trace the rise of London during Lmdon's 
its long career. All 1 am concerned with is its present 
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position. How often are we told that London represents 
an effete eivilisation ; that it is out of date, that its younger 
rivals are rapidly overhauling it ? These are mere parrot- 
cries with no justification. The merchants of London, 
even their very office boys, are the descendants of a long 
line of workers who form a continuous corporation since 
the days of King Alfred. The efficiency of London is 
greater to-day than ever. I maintain that its workers are 
worthy of the great legacy left them by their predecessors. 
When the famous Scotsman established thG Bank of 
England towards the end of the seventeenth century he 
gave London romething which is the biggest fac^pr in its 
success. The Bank of England literally ^taught* m'C 
merchants of the world the meaning of money ; it pro\ ed 
to them that the real exchange is not money for goods, 
but goods for goods, merchandise for merchandise, money 
acting merely as the appraiser and valuer, o 

This question of London’s supremacy is a vast one, 
and books have been written on the subject jviid arcj lacing v 
written, but I think I have touched upoh the principal 
causes of London’s supremacy. In a few words, it irf 
London’s standing amongst the nations of the world. 
Other cities are rich, prosperous, progressive, but only 
London can point to a record unsurpassed for integrity and 
uprightness. I liave already mentioned tJie •fact that 
London, as the capital, benefits from^thc exjdoits of English- 
men from other of its cities, and that is only natural. Great 
Britain is proud of its metropolis — the richest and most 
])opulatcd in the world. In America they judge cities 
by their population, for without population no place^ can 
progi’css. 

In conclusion I should like to say something about 
London’s unique organisation — I refer now^ to its polici*. 
Almost every towm of importance w^hich has a poficc force 
has sent a commission to London to study the working 
of our own police. I need not quote the many expressions 
of amazed gratification and wonder the police have earned. 
In their own way they have helped to keep London in 
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the front rank. If you study the crime statistics of the 
other big cities you will appreciate the splendid work done 
by our own police. It is not that there are too many 
of them or that they have no difficulties to cope with. 
I will admit that the average British citizen is a law-ab idin g 
person, but for all that I ascribe the success of the police 
to their innate good sense and discretion. Their control 
of the most complicated traffic in the world has been the 
cause of much astonishment to our visitors from abroad, 
one of whofu, who had literally seen all the wonders of the 
great city, replied to a query as to what he considered 
the greatest wonder, ‘The marvellous manner in which 
, yff ii^police ieal with the traffic.’ We Londoners are apt 
to take everything for granted. It is only the traveller 
who appreciates the magnificent organisation, the' clean 
streets, and the numerous privileges that are to be enjoyed 
in Lpndon. Th« health of London is also a matter for 
gratification. Compare it with the other capitals and its 
•«!^rimacy is^ticeable. 

This is Avbcrc London stands to-day, and I for one do 
hot doubt that its position in the future ^vill be even greater. 
London, ^ith its tesources and its record, can never fall 
behind in the great race for supremacy, but it behoves 
those who are entrusted with its destinies to sec that they 
give her of her best. Did England make London, or has 
London made England,? This is a question beyond the 
sphere of human solution, but it may be felt with complete 
assurance that for their future prosperity they are inter- 
dependent. 
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T he successful business man usually cakes care to let 
the secret of his success remain a secret — often for the 
best of reasons. Every business reqim'ts individu&P 
treatment, and obviously the methods that would prove 
successful in the building up of a gigantic newspaper 
enterprise would be unlikely to prove the exact methods 
essential for the conduct of, let us say, a brush factory. 

There are -certain general essentials, however, that may 
be regarded as common to all business mailufacturing 
concerns, and it is with the chief of these that I propose to 
deal in this short paper. 

Every business has two sides : the technical or producing 
side and the financial or business side. It is the first and 
jiossibly the greatest of essentials that these two depart- 
ments should work in perfect harmony and understanding. 
The finest financial management in the world is sure to 
fail eventually if the technical side does not perform its 
duties properly ; whilst, on the other hand, good machinery 
is not more essential to the success of a manufacturing 
enterprise than is a thoroughly modern office and factory 
system with efficient financial administration. A manu- 
facturer may have every machine in his plant of the latest 
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and most expensive model, but if the system of financial 
and general administration upon which the business is 
conducted is antiquated and inefficient the firm will soon 
be left behind in the industrial race, and will probably 
meet with disaster eventually. 

It is scarcely possible to put too much emphasis on this 
point. Again and again I have noticed how manufacturers 
arc tending to depend on improved machinery and to 
neglect improved methods of financial administration and 
office met]!d>ds. Far too many large business men, when 
their enterprises arc yielding unsatisfactory results, blame 
the maahinery at their disposal. The common panacea to 
''ihibh the majority of manufacturers seem to fly in such 
cases is the supply of newer machinery or fresh men, and 
innumerable businesses have failed because the' master 
expected improved machinery to accomplish a thing that 
coujd only be tichieved by a sound business system and 

efficient financial administration. 

• \ 

^ ^he stresc^of modern competition necessitates tliat the Know- 
manufacturer should cut his profits to an almost irreducible 
mininfUm, and to do this it is essential that he should know 
the exact cost ofcthe production of every article he manu- 
factures. The failure to do this exactly is the cardinal 
weakness of most business systems. No manufacturer * 
nowadays can afford to make mistakes in working out the 
coSt of production of .any article, yet it is surprising how 
few business houses can guarantee their figures with any 
degree of certainty. When the reader recalls the fact that 
the price a manufacturer is to receive for an article, and 
consequently the amoimt of his profit, depends on the 
exactness with which he is able to arrive at the cost of 
production, no further argument will be needed to make 
plain the importance of this factor in the system of the 
modeiti manufacturer. 

Most shrewd business men have an intuitive knowledge 
of costs. In the same way that one often finds artists who 
do their work without having had previous instruction, 
because of an inherent knowledge of art, so we find many 
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business men who require no complicated process of cost 
determination for their own information, as they have the 
skill to dispose of their wares at a price above the danger- 
The line. They are aware that the danger-line of low prices 
liw%low turning every energy to an increase of 

TiritiPk income rather than to a radical reduction of costs they are 
successful in doing a fairly lucrative trade. Under the stress 
of the keenest cutting, however, they are powerless against 
the man who knows the exact cost of his wares^ Whereas 
the man who relies on his instinct in fixing* the lowest 
price of his commodity naturally relies on a thing that 
may often mislead him and result in severe finanrial loss ; 
the systematic man is certain of himself, and knowl'^^ie 
exact price beyond which he cannot go. 

The failure of most manufacturers to know the exact 
cost of evcr)rthing or anything they make is really not a 
matter for wonder when one considers the great nupiber 
of factors that have to be considered. In detemining the 
selling price of an article it is not only the co»t of material' 
and direct labour that has to be added to profit^ but there 
are all the indirect expenses to be considered as welt. 

The manufacturer may know exactly the time taken 
by a certain number of workmen to make a given article, 
and the cost of the raw material used in the making, but 
these alone do not constitute the cost of the article. There 
is all the indirect labour to be paid. for. There is the cost 
of the power employed., a proportion of the heating, lighting, 
and rental expenses of the premises to be added ; taxes, 
insurance, depreciation, and upkeep of the works and 
machinery to be considered ; and all the selling expenses 
to be ^dded, including office expenses, salesmen’s salaries, 
cost of advertising, freight, and still many other indirect 
expenses. 

The first cost of anything is its labour cost, aiid from 
one point of view the cost of anything is the cumulative 
cost of the labour spent to produce it from the raw material. 
Every manufactured product must at one time have been 
raw material, and has been converted to what it is by the 
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exercise of labour ; and the more complex the article the 
.greater the cost of the labour that is necessary. 

Insomuch as direct labour often constitutes some 50 
per cent, of the cost of production of the finished article, 
and is subject to waste the same as any other faetor of 
costs, it requires no argument to show that one of the 
essentials of modern business finance is the keeping of the 
most complete records to show the disposal of every half- 
penny p^id out for labour. 

There aLC various systems of wage-payment, each having Payment 
its own appeal to the financial administrator of the^^^^^ 
fortunqjf of a business, and each having its own peculiar 
d":&dvanta^es. There is, for instance, the ordinary system 
of the payment of a regular weekly wage ; then there is 
the payment of the worker by the number of hours he 
works — a method that obviously tends to ‘slacking* on 
the part of th(^ employee ; there is the piecework system, 
which would be an ideal one if it were possible to fix exactly 
dh(^ value* difficulty of performing any given piece of 
work ; the })rofit-sharing system, whose value varies 
in\Gersely to the size and importance of the firm adopting 
it, and which is sp capable of manipulation by the adminis- 
tration that many employees Seem to distrust it, despite 
the fact that there arc a few firms in this country who 
employ it *succcssfully. Then there is the American bonus 
system, which fixes a certain rate of work at which labour 
earns its reward and pays certain bonuses to workmen 
who succeed in exceeding these speed limits. A detailed 
examination of the advantages and disadvantages of these 
various systems might well be the subject for a book on 
modern commercial methods, and every employer suits 
his own particular inclinations as to which he uses. 

The allocation of sufficient amounts for reserve and Reserve 
depredation is ^a matter of the greatest importance in 
successful financial administration. The business that is 
not so strong as its balance-sheet would have it appear is 
the business that will eventually fail ; the business that is 
just as strong as its balance-sheet is the one that plods 
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along steadily in the old grooves ; whilst the business that 
is going to be a continuous success and improve all the 
time is the one that is considerably stronger than its 
balance-sheet reveals. 

The value of a plant and buildings at the outset of busi- 
ness is, of course, 100 per cent., but it decreases with the 
passage of time until its value is gone altogether. Therefore 
the wise financial administrator makes liberal provision 
for reserve and depreciation. The cause of the failure of 
many apparently successful ventures is due tin the fact 
that too large a percentage of the surplus of income over 
expenditure ias been allocated as profit, leaving insj^fiicient 
margin for depreciation and reserve. •* ^ . 

The able financier always considers the contingency of 
improved methods, processes, equipment, and the like, 
making his plant, or at any rate a part of it, of no further 
use. New inventions are constantly beingedevised for the 
automatic production of goods with as little labour as 
possible. The improvement of the product «is* also ^n^M 
of the most common tendencies of invention*, and competi- 
tion may necessitate the provision of such new maGhinery 
at any time. It was one of Mr. Gladstoiv^’s wisest sayings 
that ‘ Good finance consists more in the spending than in 
the collecting of revenue * ; and truly to appreciate the 
value of a financial administrator it is far safer *to examine 
his allocation of expenditure than the income side of ‘his 
balance-sheet. 

The exact position of advertising has long been a debatable 
point in modern business finance. In one sense it may be 
regarded as a selling expense, and in another as an invest- 
ment. To the man who desires to dispose of, let us say, a 
bicycle, advertising is a selling expense pure and simple. 
He pays his few shillings for so much space in the adver- 
tising medium he chooses, disposes of his bicycle, and there 
is an end of the matter. But when we come to consider 
the question of publicity as applied to large business houses, 
the matter is altogether different. In allotting advertising 
expenses the manager must remember that the seed sown 
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by an advertising campaign Tvill accelerate trade for a 
decade — ^for several decades maybe. A great part of the 
expense of such advertising therefore is in the nature of an 
investment. It creates, or helps to create, a valuable asset — 
goodwill, which may quite possibly be worth more than 
the whole of the plant. This is especially the case where 
the goodwill carries with it the right to use some wdely 
known trade mark or trade name. 

One of the strongest tendencies of modern financial The * to- 
administrafedon consists in making provision for the future. 

‘ To-morrow departments * arc becoming every year more n£a * 
frequent in large businesses. The old method of comparing 
year’s results with last year’s figures has been extended, 
and the element of provision and preparation is entering 
more and more into modern business. It is one of the 
essentials of modem business finance to anticipate 
demands and make more preparation for them than is 
allowed for under the usual reserve and depreciation 

In thc^case of the Amalgamated Press, for instance, 
'thous^ids of miles of forest land have been acquired in 
' Newf ourfdland far the purposes of the manufacture of 
paper both at the present time and in the future. In this 
the Amalg^amated Press does not stand alone, although it 
was certainly one of the first to realise and make preparation 
tof the future. , 

The world’s railroads consume hundreds of millions of 
wooden ties every year. One railroad has already planted 
some 8,000,000 trees or so, and has many others in its 
nui^eries ready for transplantation ; whilst a large mill- 
owner in Holland has purchased several thousand acres 
of standing timber in Russia to meet the demands of the 
future. 

So it is with chemical concerns. One large chemical 
company controls some 2000 acres of phosphate lands. 

Nitrate companies have vast sums invested in the nitrate 
beds of Chile — ^property that may not be touched for half 
a century yet. It is the same with many rubber companies. 
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They are buying up rubber plantations as fast as they come 
into the market, and, more significant, are planting fresh 
trees — ^more, probably, within the last few years than in 
the whole century that preceded them. 

Many railroad companies have acquired their fuel supplies 
a half-century in advance of the demand, and a few iron 
and steel industries have taken the precaution to guarantee 
their ore-supply for half a century ahead. 

That is another of the many essentials of modern business 
finance, to anticipate the demands of the luturtf^. 

There is a certain amount of courage essential to the 
administrator of the finances of a large business eii^tcrprisc. 
Modern competition necessitates the frequent ^aunching\i:ut 
of subsidiary branches in new directions ; the manufacturer 
is constantly bringing out new wares, a publisher new books, 
papers, and the like. It is impossible always to gauge th(‘ 
public demand for a given article ; neither is it pos^sibh* 
always to know what sort of a demand can be created. 
The wise manager is the one who can realise^ quickly wht^i^ 
he has made a mistake, and cut his losses. ^Perseverance is 
all very well in some things, but it is fatal when %ipplicd 
indefinitely to a losing property. c ' 

Probably the greatest problem of finance is the fixing 
of a selling price in relation to the cost of the article and the 
demand for it. Each several want of humanity is limited, 
and with every increase in the amount of a thing which 
a man has, the eagerness of liis desire to obtain more 
diminishes, until it yields place to the desire for some other 
thing, of which perliaps he hardly thought so long as his 
more urgent wants were still unsatisfied. This is a sqund 
principle of economics that one must always bear in mind. 
Every one has at some time or other reasoned with himself 
something in this style : I have had so much of this that 
I am not inclined to purchase any more ; though, of course, 
it would be different if it were not so expensive. When our 
daily paper cost 6d. it was a luxury, but when the enter- 
prise of the manufacturers concerned and the removal 
of the stamp duty eventually enabled newspapers to be 
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retailed at a halfpenny, the luxury of yesterday became the 
necessity of to-day. 

Let us take another instance to illustrate another point of 
the argument. A person while he can purchase tea at, let 
us say. Is. Sd. per lb., will probably consume about ten 
pounds per year. If he could get as much of it as he required 
for absolutely nothing, he would probably not use more 
than about thirty pounds a year ; whilst, on the other hand, 
if a corner or a great shortage were to send the price up 
to 10s. pef^pound, the probability is that he would turn to 
cocoa or coffee as his usual beverage, and perhaps only 
buy a single pound of tea in a year to be consumed as a 
Sjj^L^cial luxury. 

It must be the aim of the business man to fix his selling Profits 
price so that he gets a maximum of profit on his total sales. 

A maximum of profit on individual sales is by no nieans 
thc^same thing fis a maximum on the whole. Lei us return 
to the example of tea. We will presume that a large 
►tneichant ij? able to purchase a certain brand at an actual 
cost pric^of Is. per pound. If he retails it at Is. Sd. per 
*poiftid*lic finds that his total sales equal 1,200,000 pounds 
per annu*in. A profit to him of £15,000. By increasing his 
selling price to I 5 . 6d. per pound his sales would perhaps 
work out at 750,000 pounds per annum, a profit to him 
of £18,750. Here it will be seen that he makes a further 
prdfit of £3750. By again raising his price to 1^. 9d. per 
pound his sales would perhaps drop to 400,000 pounds per 
annum, leaving him a clear profit of £15,000. When he 
increases his price to 2s. per pound his sales are probably 
abctfit 150,000 pounds per annum, giving him a profit ot 
£7500 ; whilst an increase to 5s. per pound should result 
in a ^ i-le of 10,000 pounds, giving a profit of only £2000. 

These figures, although purely theoretical, are based on The finan- 
good statistics, and serve admirably to illustrate the point 
of the elasticity of demand which is effected by the altera- 
tion of prices. The expert business man must find the price 
at which his commodity realises for him the greatest net 
profit ; and that is probably the most difficult although 
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the most essential of all financial attributes. The modern 
business man must be an expert economist, either by training 
or by instinct ; he must know his market ; he must take 
into account changes in the purchasing power of money ; 
he must allow for changes of fashion, taste, and habit ; he 
must not be too avaricious, lest he lose all his trade, but, 
on the other hand, he must not cut his prices overmuch, lest 
he find that the increase in trade does not nearly balance 
the loss in individual profits ; but, above all else, he must 
possess that indefinable quality —the business dnd financial 
instinct. 
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W HILE thoroughly convinced that every country, Mutunl 
like every individual, can glean advantageous 
idea* from others, it must not be supposed 
that I am one of those Americans who think that England 
•Baseeverytilirig' to learn from America. Methods vary in 
different goun&ies, and many ideas which are practicable 
^n the* United States would be quite impossible in this 
country. * England certainly can learn from America, and 
in turn America can acquire an enormous amount of 
knowledge jfrom England. Americans, like all those young 
nations, are receptive and are learning all the time. The 
bu^ness men of Engird will find it worth their while to 
study not on\y American, but French and German methods 
as well. 

National temperament is an important factor in business 
considerations. The American business man works not 
only to make his living, but also because he rejoices in his 
work. To him the making of money is a pastime, but 
his business becomes a passion. He loves business because 
he regards it as a great game and one worthy of all his 
time and attention during the working hours of the day. 

This spirit accounts to a large extent for the fact that 
thousands of men continue at business long after they have 
made as much money as they want. 

•1 
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The building up and the progressive development of a 
large business is a fascinating thing. Americans love 
business. That is why they arc ready to make experiments 
and are ever ready to listen to new ideas. Contrast this 
with the English business man. He is keen, alert, and per- 
severing, but he often lacks the enthusiasm of the American 
man of business. It may be a question of difference in 
temperament, but there it is. I should like to see one 
hundred thousand English business men visit. America 
every year in order to study and learn from the^progressive 
American business man that delightful enthusiasm and real 
love of doing business which animates him. He would see 
something quite novel to him — the spectacle oi men, yoxihg 
and old, devoting to the serious pursuits of life as much 
energy and enthusiasm as the British sportsman devotes 
to games. And in return for this great annual visit I would 
like to see one hundred thousand Ameiicans come, to 
England every year to learn and acquire that^ delightful 
charm of living which is so better underrtOod in t’jhiS** 
country than anywhere else in the world. ' ^ 

Each nation can learn something from the otheh *In-' 
^"ention and originality are not the prerogatives of nations ; 
genius owns to no nationality ; while honesty and per- 
sc\ crance are universal virtues. I am ever on the look-out 
for persons who can do things better, and when'*, as is so 
often the case, 1 come across such ,a man, I try to learn 
from him, no matter whether he is a German or a Frenchman 
or an Englishman, or what not. The world is hungry for 
originality ; it wants new ideas. We in our own house of 
business have studied the methods of the leading busi- 
ness houses on the Continent, in America, and England, 
and have learnt many valuable things from them all. 
That should certainly be the best education for a business 
chief. 

The modern business house requires scientific super- 
vision. Business has been elevated into a science, and 
in this respect 1 think some merchants of England can, 
perhaps, learn something from America. In the United 
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States they study business just as the student studies his 
books. There are a thousand and one different ways of 
developing a progressive business, and only the deepest 
study can put them into practice. The American business 
man loves this sort of study ; it becomes part of his life, 
part of himself. Something of the same spirit permeated 
England fifty years ago. The great merchants cf those 
days were always identified with their establishments. 

They were not ashamed of their position — on the contrary, 
they glorieC in it. Tliat is the spirit of America to-day. 

The head of every firm is ever on the look-out for some- 
thing th^t will add to his business. New ideas in salesman- 
ship, metho<fs of advertising, original schemes for drawing 
public attention to his goods, and a hundred other desires 
arc at the back of his brain, and he is ever trying to put 
them into practice. Business thus becomes something 
b('ttcr than the anerc bartering of goods across a counter ; 
it is converted into a scientific battle of ability, for the 
Mer^*hant rWljpes that his opponents are just as clever and 
as Untiringly ambitious as he is himself. 

• Huntenity can be studied at first hand in a big shop. Huvum 
Human rfature plays a big part in the selling and buying 
of goods, and the man who cares to study his clientele is 
the man who eventually pleases them best. Of course it 
would no^ be possible to introduce with any chance of 
success the methods of Jbrading that obtain in certain circles 
in America. England cannot stand the methods of the 
sliowman as applied to business. Women spend the 
money of England — they do the shopping — aiid women, 
although they have a sense of humour, do not care to 
c‘xercise it while engaged in the very serious business of 
shopping. They naturally want the best value for their 
money, and the mere deciding as to what is value and 
what is^not is serious indeed. But the men who conduct 
the leading businesses in this country might do well to 
study their customers at first hand. There is a tendency 
for the chiefs to hide themselves as if they were too great 
to be seen. Everything is left to subordinates, except when 
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important decisions have to be made, and even then the 
judgments must seem vague to the persons most concerned 
because they proceed from shadows instead of personalities. 
Tfae American business man is always to the front whether 
bis shop contains ten departments or a hundred. 

Personality counts for a great deal in modem business. 
The mere * Ltd.* after a firm’s name ought not to wipe out 
the personality of its chief. He ought to be a living force, 
the representative of the interests of shareholders, employees, 
and customers. Almost every one of the laf^e business 
houses in London and throughout the country has been 
founded by a man unaided by the capital of others. He 
started a business, gave it his name, and by his name it 
is known to-day, although in nearly every case a limited 
liability company has taken the place of the pioneer. It 
is good for a firm to be known as a certain person’s, because 
it gives it a touch of personality, and ako something of 
a soul, which a mere conglomeration of shareholders never 
confers. Customers realise that they are,, dealing cvitii^ 
a responsible person who is a court of appeal in all cases 
of difficulty. Not so with the firm bearing some general title.* 
It lacks personality, and is not that perhaps a hahdicap ? 

The truth of this is evident. Run through a list of 
the leading firms in London — ^the majority bear names 
honoured in commerce, and each one represents the story 
of a struggle on the part of one man who eventually 
triumphed. Of course in these days many big businesses 
have their shareholders, for enormous capital is necessary, 
but that is no reason why they should lose distinctiveness 
or drop into the category so ably described in the definition 
of a limited liability company as a body without a soul. 
Personality is the soul of business. In America, no matter 
how great a business may be, or how large its capital, 
there is always a personality at the head of it. ^nd that 
personality is often the genius, the brain of the business. 
He is ever a keen-witted, ambitious man, studying hard 
all the time, proud of his work, and anxious to make his 
;Work proud of him. 
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In the great development of advertising England and One 
America have progressed side by side, although the methods 
dilEfer. But there is just one criticism I have to make 
of English methods. The newspapers certainly lag in 
emphasising the value of their advertising columns. In 
America the advertisements are considered by the readers 
to be an essential part of the paper and often as interesting 
as the news. In England too much advertisement is 
regarded as something of a nuisance. This is illogical in 
my opiniofi^, as* advertisements are a vital necessity to 
every newspaper reader. It must not be supposed that 
I advocate American advertisements for English news- 
papers. I know as well as anybody that the quality of 
advertising which does well in the United States would 
fail here because it would make no appeal to the English 
temperament. 

From time tostime we hear stories of the restlessness of 
the big advertisers, and we arc led to believe that they 
desire to (Joijtrol the opinions of the newspapers on 
which they spend their money. Of course neither adver- 
‘tisemeAts nor advertisers should in any way be allowed to 
interfere *with thK editorial policy of any paper. They 
represent a distinct department in themselves, and the 
advertiser ^who attempts to meddle with the editor is 
merely injuring himself. There is no compulsion in 
advertising — any paper or papers can be selected, but 
if it ever happened that the advertisers were able to 
dictate to the editors it would be the worst thing in the 
world for the advertisers themselves. 

TJie English advertiser would be wise to remember the 
rule that obtains in the best-managed houses of the United 
States, ‘ the goods advertised must be even better than 
the advertisement.* It may seem a small point, but we 
have found it very effective. 

Undoubtedly the average English shop assistant is far,9Aop 
superior to the average American. He seems to me to be 
of a better t3rpe, but what I most appreciate is the 
invariable good humour, readiness to serve, absence of 
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rudeness and brusqucncss. This type of assistant is 
plentiful in England, and, alas! too searee in Ameriea. 
Our staff, of which I am most proud, is practically 
entirely British ; they are quiek to grasp ideas and eager 
to carry out instructions. 

The comparative brusqueness of the American employee 
may be due to the fact that he occupies a more important 
position in the scheme of things than his prototype in 
England. Employers over there study their assistants, 
and every one of them knows that he or she ^an rise to 
almost any position, if elTieient. ElTidency is judged 
by results, and thus the assistants are apt to sacrifice 
everything to rush and bustle. If the English employer 
took his assistants more into his confidence, he would 
get bett<‘r results. Of late years many English firms 
have done so, and the idea seems to be making hopeful 
headway. The days of bad accommodation and insullicicnt 
food and wages for shop assistants arc goin* — that is, in 
the cas(‘ of th<i leading firms. A contented J4;aff mc'ins 
a satisfactory business. The American dc jlartment store 
proprietor realised the truth of this long ago and ae^ed 
upon it. Competition is severe, and toehold his own he 
must get every ounce of eflieieney out of his staff, but 
at the same time there is none of the methods of the 
‘ scrap-heaper ’ about him. The fact is, he dar j not get 
the best out of a man, and when his brains arc exhausted 
toss him aside for some one younger and fresh. Slioj^ 
assistants are too much in demand to suffer this sort of 
treatment, and any firm adopting these tactics would very 
soon find itself boycotted by the vast army of shoj) 
assistants. 

Encov^ag- Assistants can be made partners without the aid of 
copartnerships. Instil into them the notion that on 
^ ^ their individual efforts depends the success of the 
business, inspire them to give you of their best, keep them 
in your eonfidemee, let them know what you arc doing, 
and above all treat them as fellows, and your reward will 
be great. Here again England has to some extent adopted 
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the ideas of other countries, but there is much to learn 
yet. The shop assistant is just as mucli a part of the 
business as the managing director, and an inclilcicnt staff 
will defeat the best efforts of the strongest manager. 
Leading American houses encourage the staff with promises 
of higher positions, and consequently better pay, for 
efficiency. A spirit of competition is aroused, and the 
result is always good. Too long has the average assistant 
in England remained possessed of the idea that to do the 
day’s work in the ordinary, conventional manner is all 
she or he is paid for. That is a mistake. The American 
idea of Jthc assistant is something of that with which the 
senior partiiA regards his junior colleague. They look upon 
the assistant as a human being and not as a ma(‘hine. 

The study of the customer is obviously of vital import- stiulyivg 
anee to the firm which wishes to progress. In America 
they study thcgcustomer and what the customer wants. 

I have referred to the goods sold being better than the 
l■Bdv^;rtiscmetlt^ and the general attitude of the shop towards 
its customer ifi a reflex of this. English houses might 
‘liiuh it* profitable to adopt some of the ‘something for 
nothing ’ ‘ideas j^rcvalent in America. Over here it is 
defined as ‘ throwing a sprat to catch a mackerel,’ but 
I think the American definition more iilluring, and certainly 
more likely* to ap])eal to customers. Every big*business in 
the»States is constantl>r giving this something for nothing. 

It is not worth much, but it is evidence t)f an anxiety 
to please, as well as a desire to express gratitude for the 
customer’s patroniige. 

The American ‘ mail order ’ business is famous through- ‘ Mail 
out the world, and wc hear much of it in England and on ’ 

, ^ ® . . btisinpHs 

the Continent. London firms of repute do an mcreasing 
mail-order trade, but England has a lot to learn yet in 
this pafticular branch of trade. In the first place, it is 
not gen(‘rally known that the leading American mail-order 
houses are not at all retail shops. They do not receive 
customers for the reason that they have no shops — as 
the term is understood. They work from warehouses, 
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and as all their business is transacted by correspondence, 
they employ assistants whose sole duty it is to make up 
the orders and despatch them. One American ‘ mail- 
order’ house did last year a return of £12,000,000, and 
showed a profit of about £1,500,000 net. No attempt 
is made to attract customers to their warehouses. That 
business is left to the retail shops. . Of course the mail- 
order business requires great capital, as it involves constant 
advertising, and many expensive catalogues, and enormous 
stocks of merchandise, but it is one of the most rernunerativc 
forms of business in the world — when properly developed 
and managed, f hardly think that it would be; worth 
anybody’s trouble to start a mail-order house" in England 
on American lines. To begin with, there are obvious 
geographical reasons why that particular trade should 
be successful in America and unsuccessful here. America 
is a continent, and its population is scatte**ed oven a very 
wide area. Shopping by mail is, therefore, very popular 
and consequently remunerative ; but England, with itc 
compact area and admirable train service Covering every 
part of the country, brings practically everybody ^within 
shopping distance of the great emporiumSf' 

Every big firm has, of course, many inquiries through 
the post, and a not inconsiderable business is done with 
the help of the mails. Once an inquiry comes through the 
post it is the object of the firm, or at any rate it should 
be, to make the inquirer a customer. This is an art which 
America invented, developed, and continues to develop. 
What is known as the ‘ follow-up ’ letter is an American 
institution, and it is so effective that it would pay well 
if it were more generally adopted in this country. The 
ordinary business letter is so stereotyped that it makes 
no appeal whatever. Now, every letter sent out should 
be an interesting letter. That is the standard ' we set 
before us and judge all letters by. Anybody who takes 
the trouble to sit down and write a letter of inquiry is 
paying a compliment that should be repaid by the retailer. 
It is the good rule that says, ^ Take a personal interest 
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in customers and would-be customers.* And the American 
business man does so with a thoroughness that is worthy of 
imitation. 

The great scheme in retail business is to bring people Bringing 
to the shop. Succeed in this, and the rest is compara- 
tively easy. All advertising has this one object, whether 
it is by means of newspapers, posters, catalogues, or 
circulars. When we put B16riot*s famous machine — the 
one that- first flew across the Channel — in our house, we 
did so because at that time Bl^riot’s aeroplane was the 
most interesting thing in the world, and we knew it would 
attract* tho]^sands of persons to the shop. They would 
come to see the famous flying machine, and not to see our 
goods. That did not trouble ns. We wanted them to 
come into our shop, and we could manage the rest. Adver- 
tising such as this has its uses. It is distinct, and by 
reason of its nt)velty is very effective. In America the 
flying m<ac];iine has long since been called in to aid business, 

^ntf as for mt^less telegraj^hy it is almost out of date now 
^ from the point of view of the retailer. 

I* am no believer in what one may call ‘ eccentric * 
advertising. It fs all very well in its way occasionally. 

There is a better way of attracting the public, and that 
is by selling only the very best. It must not be supposed 
that American business houses adopt extraordinary adver- 
tising methods in ordur to dispose of second-rate goods. 

There seems to be an idea in England that any article 
which is pushed is necessarily lame. But that is a 
mistake. In this great subject of advertising as done 
by English and American firms a lot might be said, but 
I will content myself with the remark that while England 
has something to learn from America, in turn America 
could af^quire many points from England. 

With two such eflicient nations as England and the The two 
United States carrying on a keen competition for a good *^“*^^®'*^* 
part of the world’s business, it is only natural to com- 
pare methods. Trade has a higher status in America than it 
has in England, because in the former country money is 
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more important than birth, and its aristocracy is an aris- 
tocracy of business. The American retailer, therefore, 
enjoys a position often denied to his English rival, but 
we must not forget that the latter is steadily climbing. 
Considering that trade is the bulwark of the British 
Empire, the position of its business men is not so great 
as it miglit be. But the tendency in England some time 
ago was to get away from business as soon as possible, as 
though it were something not quite r^sj^eetable. There 
arc notable exceptions, but oflen, even now, social elevation 
here means aloofness from business. 

It is just the opposite in America. There ma/i stands 
or falls by his business. The founders ot the great retail 
liouses work hard in tlicir olFiees long after the necessity 
for making money has passed away. And it is no mere 
desire to add to tlieir weallh that induces them to continue 
their labours. As I have said already, ‘^it is a genuine 
love of the game called ‘ business.’ A devotion such as 
this must mean progress, and when all pne^s rivals^ are 
of this stamp, the competition is very severe, but<;the nation 
benefits. In England the leading businesses seem some- 
what detached, almost mysterious. WhJit I mean by this 
is that there is a tendency to keep the man with ideas, 
the man with something new, at bay. Jle is not .encouraged 
— he is not even given an interview. In America anybody 
who has anything to say is listened to. If the head has 
not the time, he gets one of his responsible employees 
to deputise for him. This may mean interviewing hundreds, 
even thousands, of persons in the course of every year, 
and, naturally, the majority merely waste time, but if 
only one produces something that is worth adopting, some 
article worth putting on the market, a new idea in the art 
of advertising, or salesmanship, then all the tjme and 
trouble is considered worth it. 

I'hesc few criticisms indicate where, I think, England 
and America stand to-day in business. Happily, the 
retailer is considered an important person nowadays, and 
he plays a leading part in the development of trade — as 
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all middlemen must — ^but with his growth in importance 
the education of the puCblie is progressing, and they arc 
demanding a better service than they were content with 
even ten years ago. It behoves every man, therefore, to 
make himself worthy of the confidence ol the English 
shopper, and there need be no ditfulenee about learning 
something new, whether it be from the United States, 
France, or Germany. Human nature is the same the 
world oyer, and when the retailer apjieals with success to 
the human side of his eustomers, liis meiliods arc worth 
considering, no matter what his nationality may b(‘. 

At iyiy rate such has been the philosoj^hy of luy business 
life, and I /lave never know’ii another one that would have 
better served me. 
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I HAD not been very long in the world when I made 
my first discovery, Le. that practically all of the 
comforts and luxuries of life and most of th^ necessities* 
were due to the inventions of some one who had , preceded 
me. I saw that practically everything must have bben 
invented by some one or other, and, after visiting some of 
the Indian camps, I saw that our modern civilisation was 
due to our improved appliances and that the many advan- 
tages that we have over these Indians was due to the better 
tools that wc had to work with. In. discussing this matter 
with my father, who was a learned philosopher, he gave it 
as his opinion that it would be impossible to have any 
degree of civilisation in a very cold country unless mankind 
was equipped with the tools and instruments necessary 
to build houses and to till the ground in order to protect 
himself, his family, and domestic animals over the cold 
winter. Warm clothing was also necessary, and that woven 
fabrics were better calculated for the purpose than the 
skins of animals is witnessed by the fact that the Indians, 
our neighbours, had given up their skins and were all 
clothed in woven fabrics. He considered the loom to be 
one of the nK>st important inventions of mankind^ but be 
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was inclined to give the first place to the plough. The 
world, however, is not all agreed on this point, but certainly 
the invention of the plough has done a great deal for mankind 
because it has enabled man to get more out of the land than 
he otherwise could do. 

The history of progress is the story of inventions, and the Progress 
greatest nation of inventors in the world to-day are the 
Americans. Patent Office records show that the annual 
number of . inventions in America is nearly equal to the 
sum total of ‘those of Great Britain, France, and Germany 
put together — the three latter countries coming next to the 
United States in the order enumerated. One would 
^ naturally expect to find, therefore, that the Unite d States 
is the country that makes the most rapid progress, and fact 
substantially endorses that idea. 

It is but a few years ago that Japan sent a special com- 
missioner to the United States for the purpose of investigat- 
ing the American Patent Laws. When this commissioner 
WriS e^ked by’opc of the examiners of the Patent Office why 
Japan needed a patent system, the commissioner made the 
wise Vepfy : ‘ I will tell you. You know it is only since 
Commodore P<Try, in 1854, opened the ports of Japan to 
foreign commerce that the Japanese have been trying to 
become a great nation, and we have looked about us to sec 
what nations are the greatest, so that we could copy their 
methbds, and we said : “ There is the United States, not 
much more than a hundred years old. What is it that 
makes the United States such a great nation ? ” And we 
investigated, and we found it was patents, and wc will 
have patents.* 

In Europe, inventions have by no means been devised 
in one long steady stream ; there have been periods of 
almost utter stagnation in history when Progress had put 
her lamp down and slept by the road-side. For instance, 
between the years 400 and 1600, a period of over a thousand 
years, there were practically no inventions of any importance 
to record, except those relating to religious matters — that is 
to say, the sole inventions appear to have been the necessary 
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tools and .appliances for bringing people to ‘ the True 
Faith.’ 

It was only the very caily inhabitants of the earth that 
dressed in the skins of animals. It was soon realised that 
sonu'thing better and more abundant was required, so we 
find that, very early in th(‘ history of the civilised races, 
clothing was made out of vegetable substances and natural 
wool. VV(‘ ow(.‘ tli(‘ invention of washable cotton under- 
clothing to the Arabs : owe i)erhaps more than wc realise 
to tliein, for to-day fully three-quarters o!! mankind is 
clothed in eottoii. The eotton-spinning trade became a 
monopoly of tne spinners of India, but soon tlv' demand 
far exceeded the* supply. Even wlicai England took up the 
manufacture of cotton goods the supply was still far behind 
the demand, and so we soon find the attention of most of 
the men of genius in th<' world centred on the probhan of 
making cotton . goods in a eheai^er aiu* more expeditious 
method. In quick suee<‘ssion (;auu‘ the inventions of the 
spinning jenny, the power loom, and similar .leviees, whi -h 
enabled the English manufacturers to produce cotton goods 
of greater uniformity and general excellence for or'hnary 
purposes than the Indian product. 

At the tiiiKJ that the English manuhicturers comm(*nced 
to export cotton goods and to oust th(‘ Indian manufactured 
article from the markets of the world, there' were some 
seven million people in India engaged in spinning and 
weaving cotton fabrics. Thesis soon found themselves 
unable to compete' Avith the power looms of Manchesti'i*. 
Days of poverty and suffering quickly fell on the millions of 
Avorkers Avho had been associated with the industry, and it 
is an established fact that no less than 500,000 of the 
Indian cotton Avorkers died from starvation in consequence. 
The value of the inventor to Manchester had a tragic 
reaction in India. The Avhole story, hoAvcv(*r, is not yet 
told. A number of capitalists and humanitarians became 
interested in the sad lot of the Indian cotton Avorkcr, and 
soon a quantity of cotton machinery Avas sent out to India 
to give the workers there a fresh chance. In this laudable 
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object the persons concerned were hij?hly successful. The 
Hindu manufacturers had the raw material on the spot, 
they had machinery as good as that in the Manchester mills, 
and their labour was exceedingly cheap, so soon we find the 
tables again turned. In consequence of the natural advan- 
tages they possessed over the manufacturers in Manchester 
the Hindus soon began to export cotton goods again, and 
bade fair to capture the whole of the trade in manufactured 
cotton goods with China- -tlie largest consumers in the 
world. Agaiii we see the value of the inventor. The 
offensive instruments of Great Britain being more powerful 
than thc.^je of^India our politicians placed an export duty 
on all cotton goods leaving India. It is scarcely to be 
wondered that though this stroke of diplomacy was greatly 
appreciated by the pc^oplc of Manchester, it was not regarded 
in quite such a favourable light in India. 

The business vtJliie of the inventor is now well established. The ‘ m- 
Practieally every large nianufaeluring con(*(Tn of to-day 
liiait^ains, itncjcr one name or another, an ‘ invention ment * 
department,’ employing men who are paid a regular salary 
sTmply \o develop inventions connected with the firm’s 
business. * The te ndency of the age, in fact, is towards 
the extermination of the independent inventor in favour 
of the ‘hack’ inventor, who is paid a regular salary and 
expected to turn out inventions for his employers much as 
a sausage machine wopld deliver sausages. It is these 
unknown men who arc daily grappling with the minor, 
everyday, but practical problems of the great manu- 
factories, who make most of the inventions of immediate 
commercial value. 

It is in fact these minor inventions that yield the best 
financial results to the inventor. As one looks over the 
great inventions of the world, and contrasts the fortunes of 
the realfy great inventors with those amassed by the minor 
inventors this fact is borne home with irresistible truth. 

In my opinion the greatest invention in the world was The 
that of Bessemer for making steel. Until quite recently 
the only method of making steel consisted in first converting invention 
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cast-iron into wrought-iron in a puddling furnace. I should 
perhaps explain here that cast-iron has a comparatively 
large percentage of carbon and other impurities ; wrought- 
iron is comparatively free from carbon and impurities ; 
and steel comes midway between the two. Under the old 
process of making steel the first step was to burn out 
practically all the carbon in the cast-iron by melting it with 
iron oxide in a puddling furnace. Having achieved this 
object — ^in other words, converted it into malleable iron — 
it was necessary to add a further supply of carbon in order 
to make it into steel. This was done by embedding the 
wrought-iron m powdered charcoal mixed with niurogenous 
matter and a little alkali, in a fire-brick box, which was 
heated to redness for some time. During this treatment 
the surface of the iron became impregnated to some extent 
with carbon, and was known as blister steel. It was 
afterwards rendered more uniform by ’welding together 
several bars, and drawing them out while still hot ; or else 
it was broken up, melted, and cast into ingots to make* cast- 
steel. The whole process was expensive, and the product, 
although well calculated for tool-making, was not suitable 
for structural purposes. Inventors attempted for a long 
time to arrest the puddling proeess when the iron had 
enough carbon still combined with it to make steel of the 
requisite hardness. 

Beaaemer This idea was soon found to be impracticable, as the 
amount of carbon combined with the iron at any given 
moment during the process of puddling was quite unknown. 
Then came the experiments of Bessemer. For a long while 
he proceeded along the same lines, with the inevitable result 
that no two batches of steel made by him were alike. It 
then occurred to Bessemer to burn out all the carbon in the 
iron by forcing a current of air through it whilst the iron 
was in a molten state, then when decarbonisation was 
complete to add some material in which the percentage 
of carbon was known. Such a material was found in 
spiegeleisen or ferro-manganese. The addition of this 
compound to the white-hot wrought-iron in the converter 
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proved to be the solution of the whole question — a simple 
< solution, perhaps, as one looks backwards, but obviously 
not so simple to conceive in those days. 

The benefits that mankind has received from this inven- 
tion are beyond computation. It has made fortunes, and 
it has wrought a complete revolution in the various 
mechanical crafts. In the making of railroad rails, in 
bridge-building, in the making of all kinds of machinery it 
has opened the way for progress and further development 
that would haf/c been impossible under the previous methods 
of steel-making. Here then is a truly great invention, 
yet I thifik it is doubtful whether Bessemer received as 
much for his Revolutionising discovery as, say, the late 
Mr. Bcecham did for the manufacture of the pills that bear 
his name. 

It was in 1876 that Dr. Otto introduced his ‘ Silent * The gas- 
gas-engine. The ^value that this invention has already 
had and is yet likely to have is an extremely difficult matter 
to decide. Ik has been the greatest factor in the rapid 
development of Inotor-cars and flying machines, and has 
recently rbe& very successfully applied to the propulsion 
of vessels of practically all sizes. It is in very extensive 
use in countries like' France, where there are a large number 
of small workshops, and there is still room for a considerable 
extension of its uses in that direction. 

In <finaneial value, both in itself and as regards its value 
to the community at large, this is undoubtedly a far greater 
invention than the pneumatic tyre invented by the late 
Mr. Dunlop. The latter, however, is a wonderful example 
of the value of a comparatively minor invention. The 
total ^capital of the Dunlop Pneumatic Tyre Company in 
this country amounts to the enormous total of £2,125,000, 
and this, of course, is but a fraction of the total capital 
invested *in the innumerable other companies who now 
compete with the original company in the manufacture of 
pneumatic t 3 a*es and accessories. 

In inventions relating to the harnessing of electricity in Electricity 
the service of mankind, the value of the invention has been 
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inestimable. The discovery of the means of applying that 
force to the propulsion of trains and trams has had wonderful 
results, and the amount of capital invested in electrical 
transportation in the United States to-day has reached 
figures that arc almost incredible. 

Tdegraph 1 think there is little need for me to emphasise the financial 
value of the ordinary telegraph and telephone ; every one, I 
think, has heard of the National Telephone Company of 
Great Britain and the Bell Telephone Company of the 
United States, the twq greatest private eompaiiics concerned 
in the exploita+ion of the telephone. The fact that the 
telegraphs have long been under State control^, and the 
telephone also has recently received that ^distinction, is 
perhaps the greatest endorsement that could be given as 
to the business and national value of these far-reaching 
inventions. 

Among the greatest of recent discover'es in the field of 
electrical research must be reckoned the wireless telegraph 
perfected by Signor Marconi. It is one of those rarc/3ascs 
where the inventor of a great scheme has achieved the 
honour and reward that he deserved. During the few /ears 
that wireless telegraphy has been a practical part of our 
civilised life — as distinct from the experimental subject 
it was before the inventions of Marconi — the syst(‘in has 
become one of the greatest safeguards to the safety of those 
at sea, and it is becoming of ever-increasing value to com- 
mercial and social life. Its value to our Navy and Army 
has already been well tested and found not wanting. As 
evidence of the enormous business value of this invention 
it may be mentioned that the capital of the original 
Marconi’s Wireless Telegraphy Company Limited is 
£750,000, and there are subsidiary companies in the 
following countries : ^ 

Belgium. Incorporated October 26, 1901. Capital, l^Vs. 600,000. 

United States. Incorporated April 16, 1902. Capital, $6,650,000. 

Canada. Incorporated November 1, 1902. Capital, $5,000,000. 

France. Incorporated April 24, 1903. Capital, Frs. 100,000,000. 

Argentine. ' Incorporated August 4, 1906. Capital, $19,750,000. 
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In addition to these, agencies have been established in : 

Italy (Borne). Russia (Si. Petersburg). 

Chile (Valparaiso). Denmark (Copenhagen)* 

Norway (Christiania). 

Another invention that has been of great value to its The » 
inventor is the so-called ^talking machine’ invented 
Mr. T. A. Edison — another of the few really great individual 
inventors of the old class, as distinct from the modern 
ones who are^almost invariably subsidisc'd by some large 
manufacturing firm or other. Mr. Edison has made a 
large fortune for himself by exploiting his innumerable 
inventions. • 

• Mr. Edison, by the way, has very definite ideas about 
inventing as a profession, and the person who has a nebulous 
idea about becoming a professional inventor would' do 
well to carefully consider his remarks made when he was 
asked to describe the personal qualifications and the type 
of mind, nc'c^sary for an inventor, Mr. Edison said : 

‘ The point in ^fhieh I am different from most other 
inw?ni^rs js that I have, besides the usual inventor’s make-up, 
the bump of practicality as a sort of appendix, the sense 
of the business money-value of an invention. Oh no ; I 
didn’t have it naturally ; it was pounded into me by some 
pretty hard ^•knocks. Most inventors who have an id(‘a 
never *stop to think whether their.invcntion >vill be saleable 
* when they get it made. Unless a man has plenty of money 
to throw away he will find that making inventions is about 
the costliest amusement he can find : commercial availability 
is the first thing to consider.’ 

All inventors have had some pretty hard knocks at some 
time or other. The most valuable invention that I have 
ever made was lost to me completely, ' 

I am tic inventor of the process in universal use lor Uow Host 
standardising the filaments of electric incandescent 
by heating them electrically in an attenuated atmosphere 
of hydrocarbon gases. I was the first to apply for a 
patent on this invention. A patent pirate, named Sawyer, 
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ridiculed the idea. He could not say enough about the 
foolishness of the system; When, however, it succeeded, he 
actually applied for a patent on the process ! My patent 
was months ahead of his, still an interference was declared ; 
Sawyer brought certain of his relatives to swear that he used 
it more than a year before I did, and the Patent Office 
decided in his favour. The parties, however, that owned 
my patents in the United States sought to fight Sawyer 
with his own weapons, and an inventor was employed who 
applied for a patent on top of all the others^ and made it 
appear that he invented the process before Sawyer was 
supposed to have done so. At that time Sawyer, (or various 
reasons, had come into disfavour at the "Patent Office, and 
it proved an easy matter to beat him. 

Now it so happened that no one could make an 
electrical lamp without using this process. A great English 
judge has said that it was the process that, made the electrical 
incandescent lamp possible. Mr. Edison had to use it ; 
there was no getting out of it, so he engaged some very 
clever men who had once been in my employ, and took the 
ground that the patent was common property.' He proved 
that the invention was made by Hiram Maxim; but that I 
had lost it for the reasons above stated, thus making it 
common property. The courts agreed with him, and he 
was able to manufacture incandescent lamps, using my 
invention. 

There can be no doubt that a tremendous amount of 
money and labour would be saved if- the would-be inventor 
would distinguish between the mechanical possibilities of 
an invention and its commercial utility. Though the 
Patent Office officials see fewer and fewer perpetual motion 
and similar cranks as the years go by, there are still inventors 
who patent inventions that are commercially of absolutely 
no value. One recent instance of this is a hat-tipping 
device which automatically raises and tips the hat when 
the wearer bows ; another is a mechanical device for 
putting on overcoats ; and another is a device for auto- 
matically letting down a latch-key from an upper story at 
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a predetermined time in the morning to enable the milkman 
tp deposit the milk indoors, the key being automatically 
raised when the milkman departs. It is but fair to add, 
however, that such valueless inventions are nowadays so 
few that they can safely be ignored, and even when the crop 
of cranks was greatest, which was probably somewhere 
* about the seventies and eighties the waste resulting from 
their harmless vagaries was infinitesimal compared with the 
wonderful .work wrought by the practical men. 

It is not s® very long ago that everything depended upon 
the amount of physical force that could be developed by a 
man or •beast. With the growth of civilisation this was 
^ soon found to*be insufficiejit, and so, after a time, attempts 
were made to harness some of the forces of nature for man’s 
servite, and the wind- and water-mill came into existence. 
These were soon found to be neither sufficiently powerful 
nor sufficiently r<iliable for the demands of the time. So it 
was that eventually a means was found of converting heat 
energy -into dynamic energy suitable for driving machinery, 

"and the steam-engine came into being. This was quickly 
followed by the invention of steamships and locomotives, 
thereby completely changing all the old methods of trans- 
portation and locotnotion. 

The year 1824 witnessed the birth in England of the Steam- 
railway syAem, and at the present day the amount of 
capital invested in railroad transportation in the United Hem, 
Kingdom closely approaches 1400 million pounds sterling. 

The amount of capital indirectly interested would greatly 
exceed that tremendous total. 

With the introduction of the ‘ iron horse ’ the General 
Steafti Navigation Company arose to champion the adoption 
of steam-power to the propulsion of vessels. In the 
prospectus issued by the directors great emphasis was 
laid on the national benefits that would accrue from the 
adoption of steam-power, which would enable vessels to enter 
or leave port quite regardless of wind and tide. At that 
.time there were just 109 steamboats in the United Kingdom, 
the rest of our overseas trade was being carried on with 
I r 
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sailing vessels, mostly under 500 tons. The credit of having 
built and engined the first steamship to cross the Atlantic 
belongs to Canada. The vessel was known as the Royal 
William^ and the journey from Pieton, N.S., to Gravesend 
was accomplished in twenty-two days. 

At the present time the steamship companies of the 
United Kingdom own between 8000 and 9000 vessels of 
nearly 17 million gross tons. 

But neither Stephenson nor Watt probably made one-half 
the amount out of their invaluable inventionsPas, say, the 
inventor of the Ronco Duplicator or the Remington Type- 
writer. fi 

The The latest of the really great inventions, however, is the 

^^hinc machine. As an example of scientific ingenuity it is 

undoubtedly worthy of a very high place, though it cannot 
be considered as a very valuable machine for commercial 
purposes. # 

As a freight- or passenger-carrying machine it is far too 
uncertain and expensive to compete with tl<^ steamship, 
train, or motor-car; in fact it is diflicult^'to think of any 
money-making industry in which the flying machine \MouId 
be of the slightest direct use. For sporting and military 
purposes, however, there is a great futtire before it, and 
there can be no doubt that the flying machine is destined 
to work a complete revolution in the methods t of warfare 
in the future. 

I 

When gunpowder was introduced into Europe, and the 
possibilities of that substance were realised, it slowly caused 
a complete change in the methods of warfare. The musket 
proved itself far and away superior to the bow and arrow 
or the spear, and with the development of machines of 
warfare one observes the steady diminution of the number 
of wars. The introduction of the flying machine has added 
yet another terror to the warfare of the future. The 
modern gun can carry about ten miles, but when a town is 
surrounded by fortifications, as Paris is, for example, it 
would be very difficult to bring siege guns near enough to do. 
much damage. The flying machine, however, would render 



BUSINESS VALUE OF THE INVENTOR 88 

gfuch fortifications absolutely valueless, and one thousand 
flying machines could be constructed for approximately 
the same cost as one modern Dreadnought. With these 
located on the French coast it would be possible for the 
French to bombard London every night with very little risk, 
and in hazy or foggy weather they could even continue 
their work of destruction during the day-time. 

It would be possible at the present time to produce 
machines that would be able to carry bombs or other 
offensive wtopons up to about 500 lb. in weight, and it 
would be possible for an aeroi)lanc to make two journeys 
from th4? French coast to London and back in one night, 
given favourjfble conditions. 

I need scarcely say, therefore, that I am not, at the 
present time, in favour of a war with Frances but the fiying 
machine by the very terrors that it will add to any future 
war between civilised Powers will doubtless prove of the 
utmost value to mankind, by the great tendency it will 
exercise towards putting a stop to war altogether. 

In the wars Of the past it was the common soldier who 
was# sent into the firing-line to become the target of the 
enemy. The persons who were responsible for war and 
who had everything to gain by it wer(‘ the ones to stay at 
home in peace and security. When, howev’’cr, it becomes 
known thaf in the wars of the future the emperor’s palace 
will •bo the first point attacked by the enemy’s aeroplanes, 
that the War Office, the Admiralty, the gasworks, the 
bridges, the railways, the Stock Exchange, and all the 
similar institutions will be carefully singled out for destruc- 
tion,^ then I think those who are responsible for war will 
hesifete and avoid the plunge if only in order to preserve 
their own skins. 

So we see that the inventor is, and always has been, of Society 
the grcAest value to the community. It was the inventor 
who taught us how to clothe ourselves ; it was the inventor 
who taught us how to live ; it was the inventor who showed 
the way to manufacture ; and it wns the inventor who 
devised the means of transporting those manufactures to 
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other countries. The inventor taught people how to defend 
themselves, and he has so developed the art of attack and 
defence as to render warfare a thing almost beyond the 
consideration of normal minds. It is the inventor who has 
^ded to our comfort and our wealth ; in short, it is the 
inventor chiefly to whom we owe the credit of our rise from 
barbarism to our present high stage of civilisation; an *! 
the inventor’s work is not yet finished— it never will be 
finished. 
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N O features of modern commerce is more remarkable 
than the development of trade in branded products. 

E'^ery industry has its representatives in the trade- 
mark register, Inany of which are totally unknown to the 
geilbral public. The engineer uses lubricants with a trade 
mark on the tin, advertised in the technical Press. The 
manufacturer use's branded materials because he knows that 
the brand ensures uniform quality. The draper buys 
piece-goo/s, sold by him simply as calico, flannel, silk, &c., 
buf bearing on the bolt pr wrapping the trade mark of some 
mill well known in the trade ; the draper knows that he can 
always rely on thus obtaining goods of the same quality 
which has satisfied his customers. It is only when a brand 
or Jtrade mark is advertised in the public Press that 
consumers ask for the goods — then known as proprietary 
lines — by name, and the commercial conditions then arising 
have revolutionised the business of many manufacturing 
firms. 

Brands and trade marks are of some antiquity. The Origin of 
smith who hammered out plough-shares or iron spades on 
the anvil, stamped his name or some device on the metal, 
partly in joyous pride of craftsmanship, partly in order that 

85 



86 


ASPECTS OF BUSINESS 

he might not presently be reproached with the bad quality 
of some rival’s output. John the smith, becoming recog- 
nised as a trustworthy worker, gained in reputation, and 
‘ John, Smith ’ on an implement increased its value. The 
farmer who sent his sides of bacon to the market burned his 
name on them in the same spirit : and when, presently, the 
market system developed, and the middleman arrived on 
the scone, bacon with a specified brand became more 
saleable, or commanded a higher price. When dishonesty — 
which is older than some people imagine — devised the 
misdemeanour of piracy, means had to be found by which a 
Early law man could be protected in the use of his own branU. The 
common law was his earliest friend and there is a reported 
case under James I. where one clothier was sued for putting 
another’s mark on his own inferior wares. There is some 
doubt, however, whether the plaintiff was here the owner of 
the pirated mark or a defrauded customer; and in 1742 
Lord Hardwicke refused protection to a trade-mark owner 
on the ground that recognition of such marhs ‘ might ’icad 
to a new species of monopoly.’ The iirst reported case 
where the Court of Chancery granted an injunction for the 
infringement of a mark was that of Day z;.,Day, 1816, where 
the mark infringed was a blacking label. False marking 
was not in itself a crime (apart from any fraud against a 
purchaser) before the Merchandise Marks Act, 1862. Pro- 
vision for the registration of trade marks was made by the 
Trade Marks Registration Act of 1875. 

Benpfiis of The growth of business in branded goods since the latter 
ma^ date has been continuous, and the speed of this growth has 
increased steadily. The possession of a brand or trade raark 
secures to a manufacturer the benefit of demand created 
through the merits of his own products, whether the 
reputation of the brand is purely technical or not. . Where 
a commodity is sold by sample and according to market 
conditions, there will always be a certain fluctuation, 
quality balancing price. To meet a low market, the pro- 
ducer may let down the quality : and the responsibility 
rests with the retailer in the case of goods retailed to the 
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public, and with the buyer in the ease of brands on raw 
materials or implements of manufacture. 

But where a brand is attached, the monopoly thus 
created enables a producer to fix a standard quality and 
makes him independent of the market. In cotton goods 
there is no such thing as a fixed wholesale price or standard 
except where the fabric is, in rare instances, known to the 
public by its brand. Warehousemen -the middlemen or 
jobbers of -this trade — go from mill to mill, buying what they 
need at prices which fluctuate with the Liverpool cotton 
market : a manufaetur(‘r may have to sell at a loss, or else 
ki‘cp tlfti goqjls, when the market in raw cotton is against 
him, because at a given moment the spinners could obtain 
raw cotton at a lower price than the price ruling when the 
goods were made. Somctliiiig like a revolution wiis created 
when a large firm of spinners and mill-owners — The Tootal, 
Broadhurst Lee •Company -advertised white and coloured 
cotton piece-goods with the trade mark ‘ Tobralco.’ 
TolA’afeo ecTttgns arc sold at one fixed price all the year 
round, regardless of the Liverpool market, and the public 
5an!*ahVays buy at one price and in one uniform quality, 
whereas irl unbraiided cottons a given price will at different 
periods represent widely varying standards of merit. 

The reasuii for the great advance in the use of brands and Trade 
trade mai^s is that a trade mark is protection without a 
tarfff. The maker of uubraiid(*d goods is at the mercy of comiteii- 
competition, lie can only obtain the lowest price which 
any one else is willing to accej>t. In order to meet this 
competition, there is a c >iistant tt'udency for him to 
dimuiish the qualit}'' of his wares, and the retailer of them 
must rely on his technical skill as a buyer when he d(‘cides 
just how much he can afford to let down the quality of what 
he lianas to his customers. Competition of this character 
favours factitious products — calicoes laden with a mineral 
])owdcr known as dressing, which adds to the apparent 
weight at the time of purchase, but disappears in the wash ; 
silks weighted with salts of tin and with gum arabic to give 
stiffness and substance which makes a poor silk look like a 
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rich one, and the like. The guarantee of quality, furnished 
by the self-interest of a manufacturer who brands his 
product, is all to the advantage of the purchaser. 

The existing trade-mark laws are conceived' in such a 
spirit of comprehensive fairness that it is difficult to name 
any commodity of merchandise, manufacture, or discovery 
that cannot be protected, thus securing every advantage 
of monopoly and exclusive sale to the fortunate or 
unfortunate possessor of the right. I say unfortunate as 
well as fortunate, for the reason that the possession of a 
trade mark has Jed many a luckless owner to over-estimate 
the trade value of his production, and to ex^pendteums of 
money in vain efforts to popularise it. The same can be 
said of many patented inventions, which it is common 
knowledge never reach the point of remunerative value 
which the inventors anticipated. Thus in trade marks 
and patents more money has been cx|,ended and lost 
on the whole than profit and gain secured, in endeavours 
to make known and develop monopolies cosily obtained, 
but illusive and disappointing in their results. 

Nevertheless, without a trade mark, it is difficult for 
any manufacturer to create a business of impregnable 
value, and manufacturers who have adopted the modern 
system of standing behind their goods and making them- 
selves responsible to consumers for quality are building up 
and extending their businesses, whjle those who neglect the 
spirit of the times are losing ground and being left behind. 

A registrable trade mark must contain or consist of 
at least one of the following essential particulars : 

(1) The name of a company, indiyidual, or firm represented in a 

special or particular manner ; 

(2) The signature of the applicant for registration or predecessor in 

his business ; 

(3) An invented word or invented words ; ' 

(4) A word or words having no direct reference to the character or 

quality of the goods, and not being, according to its ordinary 

signification, a geographical name or a surname ; 

(5) Any other distinctive mark. 

The fee is 10^. on application and £1 upon registration, 
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.which lasts fourteen years, and can be renewed in perpetuity 
.for another sovereign for each fourteen years. It will be 
observed that the right in a trade mark is, unlike that in 
a patent, perpetual. 

This is not the place to discuss the legal and technical 
aspect of trade marks. It is important when making 
application for a mark to keep closely to the written law 
and frame it so as to give one clear title not easily imitated. 

The late Sir William S. Gilbert suggested that inventors, 
instead of giving arbitrary or irrational names to their 
inventions, should enrich the language with rhymes to 
words ■ifhichj^likc ‘silver’ and ‘month,’ arc at present 
rhymelcss. lie added with a certain archness that poets 
would be liable to give the trade mark valuable free 
advertising. 

There should never be dilTiculty in inventing a name. Choosing 
Rut it is not cas^ to hit upon a title which without being ® 
unregistrable under the fourth condition named above, 
namll}^, thr&ugh being directly descriptive, conveys a 
desirable suggestion. It is obvious that if, while avoiding 
tfie titrftt condition, a word can be made to carry a sug- 
gestion with it, the trade mark has increased value. Oxo, 
Castoria, Autopiano, Bromo-scltzcr, Lactopeptine, Bovril, 
Iveleon, \Yincarnis, Auto-strop, Sanatogen, Frame Food, 
Thermos, Sanitas, and Benedictine are excellent examples — 
and*it would be ditllcult to find a happier selection than 
the trade mark ‘ John Bull,’ lately registered for a line 
of infants’ and other food products. But perhaps the 
finest trade-mark name ever invented in this category 
was •‘ Tabloid,’ registered by Messrs. Burroughs, Well- 
come & Co. to denote a compressed pellet of a drug or other 
substance. 

This is an ideal trade-mark name : but its usefulness 
serves to illustrate one of the minor perils of the trade- 
mark owner. ‘ Tabloid ’ has come to be so nearly an 
integral component of the English language that it is 
constantly used without any thought of its proprietary 
character. One hears of tabloid plays, tabloid literature. 
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and tabloid speeches : and, what is worse, the holder of 
any compressed tablet of medicine is very liable to speak 
of it as a ‘ tabloid,’ and consider ‘ tabloid ’ the generic 
designation. This may seem more of an advantage than 
the contrary. If I go to a chemist, ignorant of the fact 
that ‘ Tabloid ’ is a trade mark, and ask for some tabloids 
of quinine, I shall pay tribute to Messrs. Burroughs, 
Wellcome & Co, But, on the other hand, if I have tablets 
of quinine inferior or adulterated and give them to a visitor, 
saying, ‘ You are feverish ; I will give you a tabloid,’ he, 
being dissatisfied with the therapeutic results, may decide 
that quinine in tabloids is inferior, and thcyeaftA supply 
himself always with the powdered drug. 

The balance of advantage is here probably only one 
way : but there are cases where loss has been caused 
through failure on the part of the public to recognise that 
an arbitrary word was a proprietary afid not a generic 
title. The Orehestrellc Company has advertised player- 
pianos so extensively that many people reg4irct any*plliyer- 
piano as a Pianola, and consequently attach to any such 
instrument all the merits justly claimed (no doiibt^ for 
the original invention. The Eastnuui Photograpliie Materials 
Company finds it nccessery to advertise that a camera 
is not a Kodak unless made- by the Company. Iijodak hand- 
cameras have been in the past, and before their c^>in[)ctition 
was so heavy as it is now, in such universal use that many 
people speak of any hand-camera as a Kodak. On the 
other hand, although there are Kodak cameras for ‘ stand ’ 
use, the notion that Kodak means hand-camera deprives 
them ill popular speech of the title. Peojile think* that 
any hand-camera is a Kodak and that no camera is a 
Kodak except a hand-camera. Many highly inferior 
photographic implements are sold as hand-camc^as, and 
bad work done with them injures the reputation of the 
Eastman Company when they arc carelessly spoken of as 
Kodaks. Similarly with the word Vaseline. Not one 
person in a hundred probably knows that petroleum jelly 
exists which is not Vaseline, an^ inferior qualities cast 
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discredit upon the product of the Chesebrough Manufacturing 
Company — ^the original inventors — while large quantities 
of unbranded petroleum jelly are doubtless purchased 
under the impression that they arc Vaseline. It has some- 
times been found necessary by a trade-mark owner to 
apply to the law for an injunction against the framers of 
a dictionary wherein a trade-mark name has been entered 
as a dictionary word. It is not impossible that tolerance 
of such an* qntry might operate to deprive a trade-mark 
owner of his rights. 

The owner of a trade mark may desire to incorporate Dencrip^ 
with it words in common use, and he is permitted by the 

, iTigs dau- 

law to do so provided he will expressly disclaim in his geroua 
application any exclusive right to such added words. ^ To 
illustrate by example, a manufacturer would not be allowed 
to register ‘ Crescent Turkish Bath Soap ’ unless he would 
disclaim the exclusive right to each of the words ‘ Turkish,* 

‘ Bath,* and ‘ Soap.* But with this disclaimer he would be 
permitted to register it, provided, of course, that the word 
‘ Crescent,* ior the design of a crescent, did not appear 
in the Trad/: Marks Register in the same class. There is a 
danger in the incorporation of descriptive words under 
disclaimer. Continuing the same example, our soap manu- 
facturer might spend large sums in advertising Crescent 
Turl^sh Balh Soap, and thereby create the idea of a special 
soap for Turkish Bath use. In point of fact, a well-known 
firm, Messrs. Colgate & Co., do make a Turkish Bath Soap. 

If they advertised it largely as Colgate’s Turkish Bath 
Soap or Crescent Turkish Bath Soap, it would not be long 
heloTj^ competing manufacturers began, with perfect 
impunity and legality, to make Turkish Bath Soap, which 
would be sold as a substitute for the advertised product. 
Effective^ protection can only be secured by foreseeing the 
danger of substitution. 

This substitution evil is a parasite of the trade in pro- A para- 
prietary and trade-marked articles, A manufacturer having 
created through his advertising and through the' merit 
of his product a large public demand for it, retailers will 
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often endeavour, for the sake of larger profits, to take 
advantage of the demand thus created. It is by no means 
difficult, without coming within the scope of the law of 
infringement, to obtain in an imitation a superficial resem- 
• blance to a well-known name or trade mark, and to imitate 
the appearance of the goods covered by it : and when a 
purchaser comes to the counter asking for the branded 
article, he is offered the substitute and told that it is * just 
as good.’ The trade-mark owner loses a sale; and what 
is worse, as the substitute never is, as pretended, ‘ just 
as good,’ having no manufaeturcr’s interest behind it, 
it is likely enough that the purchaser, forgetting* that by 
his own foolishness he allowed himself to be entrapped, 
lays the blame, not on the factitious substitute, but upon 
the branded product which he would have obtained had 
he stood firm. 

The safeguard of the trade-mark cfwner against this 
nefarious practice is to be found in the selection of a proper 
mark. It is a good deal easier to make^ ^uhstitulcicKi im- 
possible at the outset than to cure it when it has once set 
in. The use of descriptive words which cannot, apart 
from the protected portion of the name, be held as a 
monopoly, is a grave source of danger, as I indicated in 
the example of Turkish Bath Soap, shown abpvc. Scott’s 
Emulsion is a much easier name to protect Chan Scott’s 
Anti-Consumption Emulsion (supposing any such horrific 
title to have been adopted) would be, because any sub- 
stitutor who dared to use the name ‘ Scott’s Emulsion ’ 
could be instantly restrained and subjected to heavy 
damages, while anybody could sell ‘ anti-consumption 
emulsion’ with impunity. There is nothing like a single 
name for preventing substitution. No one infringes 
the trade mark of Tabloids without being,, speedily 
acquainted with the fact that he is also infringing the 
law. 

As a hint to trade-mark owners, a fact may be mentioned 
which is not generally known. If I go to a retail shop and 
ask by its proper trade-mark name for a trade-marked 
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pBoprietary article^ and if, without informing me, the‘Pjtf«*»v- 
shopman hands me a substitute, he can be made amenable 
to a law known as the Law of Passing Off, and in certain 
cases also to the Merchandise Marks Act. The substitutor 
must not allow his victim to go away under the impression 
that he has the genuine article, and in the course of my 
own experience I have obtained many injunctions against 
shopkeepers who have practised the substitution evil in 
this form. .The case in which the principle was established 
was a suit brought at my instance. 

The Law of Passing Off amounts to this : that a retailer 
or other trader (for the same law would apply to wholesale 
trade too) may not use, for purposes of trade, methods 
calculated to deceive a purchaser. It is not neccs§ary 
that the object thus substituted should be one covered 
by a trade mark. Provided that there is no possible doubt 
as to a purchaser being deceived in what he obtains, the 
common law will protect him, and through him the manu- 
facturer* who 4s injured by substitution of this kind. The 
continuous use of an arbitrary name or form of packing 
gives* protection. The substitutor who wilfully imitates a 
recognisable' form of merchandise, confesses thereby his 
own intention to deceive, and the Courts are exceedingly 
scrupulous in looking to the intention in these cases. It 
is by no m/ans settled law that even unrcgistrable words, 
used* in connection with, a well-known product, do not 
obtain a certain proprietary character through their constant 
usage. Much would depend upon the nature of the words. 

If the words were in any way fanciful, the adoption of 
them .would be a confession of fraudulent intent analogous 
to thfe confession implied in a slavish imitation of wrapping. 

To illustrate by a broad example, it would be impossible 
to register an anti-fat remedy as a trade mark writh the 
title ‘Fat Folk’s Friend.’ But if any one were foolish 
enough thus to advertise such a remedy, there is little 
doubt that the Court of Chancery would grant an injunc- 
tion against any one else who sold a remedy for the same 
purpose with that name. It would be argued that there 
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was nothing in the nature of things to require a man to 
call the article the ‘ Fat Folk’s Friend.’ He has all the 
other words in the English language applicable to remedies 
for adiposity to choose from, and if he wilfully steals 
the title adopted by some one else, he confesses his own 
fraud. 

No stronger or more defensible mark can be adopted 
than a man’s own name in the possessive case, provided 
no qualifying words arc introduced between theni. Lipton’s 
Tea, Ross’s Ginger Ale, Pears’ Soap, Beeiham’s Pills, 
Rowntree’s Cocoa, Dewar’s Whisky, are impregnable. 
The decisions in, the Law Courts have, in every C£kse which 
I can recall, invariably supported as far a*s possible the 
original user of a name against the imitator. The law 
will not allow another Lipton, Ross, Pears, Beceham, &c., 
to issue goods bearing names that have become identified 
with the originator, and even though i^ were possible to 
secure the interest of a person bearing the same name, 
an imitator would not be allowed to take advantage (ft the 
accident. It would doubtless be easy iof a man named 
Day and a man named Martin to get together., and -go 
into the blacking trade, but they would not be allowed to 
call their product Day & Martin’s Blacking. Doubtless 
there arc chemists named Carter, and doubtless they sell 
liver pills which arc small in size : but the5^^would not 
be permitted for a single day to call them Carter’s Little 
Liver Pills. 

Such arc a few of the advantages and perils attaching 
to the sale of branded products. But the advantages far 
outweigh the dangers, and they are public as well as com- 
mercial advantages. Branded goods find favour with the' 
public because the public learns, through experience, that 
the self-interest of a manufacturer protects the consumer. 
The branded product is the same wherever found. ' Having 
learned that a given article is satisfactory in quality, the 
consumer can obtain identically the same thing, whether 
he buys it in London, Edinburgh, St. Petersburg, Bombay, 
or Shanghai. I mention foreign markets precisely because 
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it is when a man or a woman is at a distance from the 
larger marts of the world that standard quality protected 
by a brand becomes important. The manufacturer of a 
branded product is under no temptation to meet the market 
by degrading quality, and he has a very great inducement 
to sustain the quality, because he will have invested large 
sums on the faith of his public reputation. 
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Anticipation means Success : Don’t cater for the * Fashion * : 
Self-Competition : Educating the Public : The Public has no 
Sentiment : Value, the One Test : Democracy in Business : 
Central and Local Control : Increasing Competition 

By Sir JOSEPH LYONS 

MANAGING DIRECTOR OF MRSSRS. LYONP LIMITED 

T he man who supplies the public’s wants from day to 
day in whatever line of business he may be, will fail if 
he gives them to-day what they required six months 
ago. The man who anticipates their wints and supplies 
them almost before they themselves realise what they 
wanted — that is the man who will succeed. r 

The question is how to know what the 'public want. 

In the first place you want a very strong imagination^ 
whether you intend to open a place of amusenient or give 
the public a new restaurant to feed in. Judge the wants 
of other men in your sphere of life by your own. Or, take 
any man in the street who is strolling along with his hands 
in his pockets, say he walks up to a shop window and iooks 
casually in. He sees some article which he half requires — 
probably he says to himself, ‘ If that were so-and-so I would 
buy it 1 ’ That man has made a discovery, he has found 
something that the public want and if he decides to try 
and supply it, he is on the road to success. He will iu3t be 
in front of the public demand. There is really no secret 
about it except watchfulness and clear-headedness. 

I mention the latter qualification because the public 
takes fads and fancies and want to follow what they are 
pleased to call the * fashion.* That is never worth catering 
for. It does not last, and you make no profit by trying to 
follow it. The real bed-rock taste, especially in food, never 
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changes. It has not changed since 1 started my business 
years ago ; it will never change unless you can alter the main 
articles of food. 

Take, for instance, the case of the cheaper restaurants. 

You will notice that the staple food has been the same 
there since they started, even the catering of the various 
rival companies is very much the same. You have to give 
the people a little more luxury, a little better value, a little 
more for their money as time goes on. But fortunately 
you cannot <phange food, there is no substitute for ham 
or cold beef, or eggs, &c., the city workers always want 
somethijjg plain and solid for their midday meal. The only 
reason you htfc^e to watch is to see that no other firm is 
providing them with better surroundings or giving them 
any better value than you are. 

It is always quite safe to rely on the public wanting more 
luxury as time go^s on, they arc instantly prepared to buy 
any little new comfort or convenience you can provide. 

They will wopder, if you bring it forward at the right moment, 
how they cveif did without it. They will think they had 
abv^iys vaixted it, though as a matter of fact they had never 
thought of*it. 

But don’t make the mistake of getting into competition Self-com- - 
with yourself — there is no competition as hard as your own. 

That is ftiiy we built the ‘ Corner House ’ and the 
‘ Popular ’ — they eater for^ an entirely different class from 
the ‘ Troeadcro,* and do not, therefore, take away custom 
from the latter. And that is also why we are going to build 
a large new hotel in Piccadilly, on the same lines as the 
Strand Palace, but twice the size. It will bring custom 
•fron 3 *the more expensive hotels but will not interfere with 
our own. The Corner House and all similar restaurants 
are another instance of meeting the public demand — they 
cater foifthc middle-class people who want nice little dinners 
and supj^ers but cannot pay ‘ Trocadero ’ prices for them. 

When I started business myself I did so because I knew 
there were thousands of young men who were being driven 
into the public-houses for a glass of beer at 2d. just because 
I G 
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a cup of coffee, most uncomfortably served, in unpleasant 
surroundings, cost them, including a gratuity for the servant, 
Sd. That sum they could not afford. I knew this from 
personal experience. I liked tea and coffee, I disliked beer 
and hated public-houses. I wanted somewhere where it 
was light and quiet, and where I could read my paper in 
peace and drink my cup of coffee. Other fellows, some 
consciously and some unconsciously, wanted the same, 
but there was no one to supply the want. So they went 
to the public-houses. Another large section <rf the public 
only wanted educating to make them appreciate the 
advantages of a quiet and comfortable cup of tea^ 

We determined to give it to them, and (^er since then 
I have tried to keep my hand on the public pulse in the 
same way and find out what they want before they begin 
to clamour for it. 

Educaiiiig Once a man has started to educate t^je public in what 

ihepvbltc thinks they want, they will continue to educate him in 

their progressive requirements. Take Whitqjeys ^or^ any 
other big store for example. They started In a very small 
way with practically only one department, thereby degrees 
customers began to say ‘I want some shoes. Cflfti’t you get 
them for me ? ’ Or ladies shopping with their children 
began to inquire for sporting outfits for their sons at the 
same place. And so by degrees the public IhSfliselvcs ex- 
plained what they wanted — told their own symptons as it 
were. It was the task of the stores effectively to supply 
those wants. And it is the same in any other business. 
Open department after department, give facility after 
facility— whenever you see a chance of making the public 
more comfortable. The more comfort you give them, the' 
better you will be able to feel their pulse. It was so in my 
case. I learned what they wanted, persuaded them to buy 
it from me, and then I kept faith with them inequality, 
quantity^ and price. 

The public That you have to do ; the buying public is a completely 

M^iment tinsentimental mass of humanity. If you give them ninety- 
nine good dinners and then one bad one, they will forget 
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Uie first ninety-nine and remember only the last one. 

Of that they will carefully tell their friends. If you break 
faith with them, or if they think you do, trade drops and 
it is very difficult to pull it up again. Sentiment^ reasons 
will never bring a man to your restaurant, only gppd food 
at the price he wants to pay will do that. 

One always, of course, keeps a light finger resting on the 
public pulse. For instance, if from any of my branch 
establishments any special article is ordered in excess, or 
less of it th^n usual is ordered, or returned, inquiry is at 
once set on foot to discover the reason, and if necessary 
a special* visit ^of inspection paid to the branch. The goods 
that are to be consumed are bought at 5 a.m. on one morning, 
and at 9 a.m. the following morning we know exactly what 
has been sold, what left over, and the exact ratio of profit 
over expenditure, so that we can tell at a glance the exact 
patronage the public are giving to every shop and every 
article. Our system is an elaborate one but it more than 
paysitfor itsdlf.^ Moreover, it keeps the branches in con- 
stant touch with headquarters, and that is good for all 
cohdferndd. 

. 

Our first venture as caterers was at the Newcastle-on- Value, the 
Tyne Exhibition in 1897, where we were exceedingly success- 
ful. We carried out the plan I have just been outlining, 
that is, we mot only gave the public good food at moderate 
pri6e!^ but we gave it to them under more luxurious circum- 
stances than they had ever had it before. We engaged a 
famous Hungarian violinist and eight other violinists at 
a salary of £110 a week to play chamber music in our cajea; 
the r^ult was that we were crowded out, and though our 
only^iources of income were buns and cups of coffee, we made 
a profit. Later on at the Glasgow Exhibition we introduced 
another yttle luxury to attract the public, namely, we had 
a number of pretty Scotch girls, dressed in Marie Stuart 
costumes, as attendants. 

It was at this exhibition that we introduced our rule of 
no gratuities for the cheaper restaurants. Not only did 
we feel that the rule added to the dignity and comfort of 
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the girls in our service but I also knew that it was a correct 
diagnosis of the public symptoms. I remembered that 
when I was a young fellow my pcnuies were very scarce, 
and if I had to tip the attendants it meant that I had to go 
without sonic of my own frugal lunch. We have found 
the rule a most popular one, and have followed it at 
our new hotels. At the more expensive places where 
better-off jicople congregate such a rule is not, of course, 
necessary. 

We also catered at the Paris Exhibition, Snd there we 
learned a good deal of French catering and cooking. Then 
we began to open up branches as rapidly as we ‘could in 
London, and we have never looked back. 

Democracy Our business is, by the way, conducted on the most 
in busi‘ democratic lines ; I have a staff of over 12,000 people and 
all our responsible chiefs are men who have risen from the 
lowest posts. My nephews, of whom I have several in the 
business, all worked their way up from the bottom, each 
one of them starting in the kitchen. ^ ^ c 

No one can feel the public pulse as the chief of a catering 
business like ours unless he has known the public ’In ^cry 
dci3artment of the work. You cannot be certain that 
the waiters are doing their best for the customers’ comfort 
unless you have yourself done the waiter’s wor^. 

I have already spoken of our elaborate checking system, 
in connection with which we immediately ascertain the bause 
if there is any appreciable falling off in the day’s receipts. 
But if, on the other hand, there is an unexplained increase 
in the profits or takings, it is equally necessary to at once 
ascertain the cause. The latter might mean deereased 
value for the public and therefore unsatisfied custohners, 
which it is naturally to our advantage to prevent. 

I am personally strongly in favour of centr.alise/1 control. 
This ensures that we are in touch with the public, not in one 
establishment only, but in every shop that we control. 
Every rule and regulation of our hundred and fifty 
branches is identically the same, and has been laid down 
from headquarters. Even the arrangement of the windows 
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and of the plates of cakes is the same. We must not take the 
risk of allowing, any one branch to get into competition 
with the others by different administration. 

Of course some local control must be allowed, each Central 
manageress, for instance, sends in by a certain hour every day 
the list of the edibles that she will probably require for the 
next day, this in turn is passed on to the various supply 
departments of Cadby Hall. 

We know to a fraction just how far a ham or a quantity 
of ices should go, and we have a careful checking system 
to prevent any waste or extravagance. If we did not act 
on thesS lincs^ and did not control from headquarters, we 
would have to employ a number of skilled manageresses 
and the cost would necessarily come out of the pockets of 
the public. A business like this has to be worked on- the 
system of small profits and quick returns. 

It is, of coursef always worth while to please the public 
in every possible way, a few sweets, for instance, for children 
or a^flfiwcr toi^ii lady will please the recipients out of all 
proportion^to the cost to the firm. But these are mere 
trifles and, do not for a moment compare with the 
fundamental principle of giving good value for popular 
prices. The public, after all, come to restaurants to be fed, 
and they for nothing else. The fact that peers are 
dining with you will not in the least affect the ordinary 
man^ in the street who wants a good dinner. The public 
will not pay for their associations, they just pay for solid 
material value. 

Of course there is more competition in my trade than Increasing 
.there* was, say, twenty years ago, but that there is still 
room for the enterprising man is shown by the fact that 
we are all opening new branches and new hotels every 
day. My own new hotel in Piccadilly will be the largest 
I have yet opened. But I know there is custom waiting 
for it. 

In any case those of us who cater for the public cannot 
afford to rest on our laurels. The people are always waiting 
for more. 
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Once, however, you have got your hand on the public 
pulse, it will throb responsively, the public will give you 
plenty of hints as to their symptoms. There is always 
a way of dealing with public demands. If it can’t be found 
it must be made. The title of this article is really the secret 
of modem traders’ success— the ability to feel the pulse of 
the public. 



KEEPING THE PUBLIC CONFIDENCE 


An Honest Deal : Fashions in Everything : Why Advertised 
Goods are Cheap : Beware of Change : An Individual Policy : 
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T he successful man of to-day must treat his public 
honestly as from man to man; in absolutely no 
other way can he make them his clients. True, 
public support An sometimes be won by a successful 
advertising coup, but the buying public are not senti- 
men^af, they qp^ickly find out if they are not getting their 
njoncy’g vrorth, and once a trader loses their confidence 
practicallynothing can win it back. When a man has any- 
thing beyond brains to sell, he soon finds out that morality 
and money-making have to keep pretty closely hand in 
hand. Nob^xsiatter how much is spent on an article that is 
not good* value — it will never pay. If you succeed in 
deceiving the public and they resent it, you will find they 
have long memories. It is a good deal more expensive to 
reclaim a lost name than to make a new one. 

The reason is obvious. Connoisseurs set the fashion 
everywhere, certain tacitly recognised authorities sit in 
judgment on the new article, and when their judgment 
is favourable the public follow them like a flock of sheep. 
Either for or against you the public moves in a mass. But 
when once you gain their confidence, as long as the article 
maintains its value, and provided it is properly advertised 
and shop-windowed, nothing on earth can put it aside 
until the appearance of a better article. Equality will 
not harm it. 
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There is fashion in everything, in food as well as in elothes, 
and it is at the height of popularity that there is one special 
danger of losing the public confidence. Competitors will 
tell your customers that overproduction of an article must 
necessarily reduce its quality, and as many people believe 
this, your trade may get some set-back for the moment. 
That is just the sociological time for you to step forward 
to give better value and to advertise especially well. It 
is safe to say that with a skilful man at the h^ad of affairs 
every danger can be turned into a triumph. But don’t 
wait — the opportunity of a lifetime must be seized during 
the lifetime of the opportunity. And when, you Have got 
alicad of your competitor, don’t rest, take a long breath, 
and go on again. Don’t take too much advice — k(‘ep at 
your helm and steer your own ship. 

Do not copy any one, but establish a policy of your 
own, and you will find it so much bettefr. Keep the old 
customers and bring in the new. A business that does not 
advance must retrograde. , ^ * * 

I have, by the way, known on occasion the fi^^'^d opinion 
of the public to have embarrassing results. Last year, 
in Scotland, the i^et Orang-outang of a travelling show died, 
and as there was no opportunity of giving it a burial it 
had to be left on the road. Two Scotch ^gamekeepers 
found it and carefully examined it. ‘ Man,' Donald,’ 
observed one of them, ‘ his upper lip iss too big to he a 
Maepherson, and his lower lip iss too big to be a Macdonald ; 
rin awa’ up to the big hoosc and sec if any o’ thae English 
folk arc missing.’ 

It is well known that an advertised commodity is barred 
by a number of societies in England, and by a still larger 
number in Scotland. They think that some one has to 
pay for the advertising, and that that some ona is the 
consumer. As a matter of fact — and this must be kept 
before the public — the company of an extensively advertised 
article generally has a large turnover, and therefore can 
give better value than the firm content with more moderate 
trade. The trade expenses of a small firm arc much larger 
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in the aggregate, because the establishment charges for 
a large volume of trade arc practically the same as for a 
small, while it is obvious that the man who has a big turn- 
over and comparatively small trading expenses ean give 
the best value to the public. 

To keep the confidence of the public you must not make Bmnire of 
abrupt changes; the public of every country arc very®^*"”^® 
suspicious. I have had good proof of this. For example, 
some years in the Malay States circumstances made it 
necessary for us to change the whole style of the labels 
on our bottles. Instantly there was a sharp decrease in 
the orders, an^ the amount of the shipments fell consider- 
ably. I found on investigation that the fall was solely 
due to the change in the labels. The well-off Chinamen, 
u'lio were the chief consumers, although they coxild not 
read a word of English, knew the lab(‘l well, and would not 
be convinced that the contents of the bottle were the 
same if thc^labcl were different. It took many years to 
regaiti TTieir coiafidenee ; in fact we did not succeed tintil 
tli^y ha(J be 3ome accustomed to the label. 

It is a most dangerous test of public confidence to in any 
way alter a label or trade mark to which they have become 
accustomed. Even if you have gained two or three extra 
medals at ^exhibitions, to add them on to your label or 
trade maric will raise suspicion. This is a curious but 
undoubted fact. 

To cojxy another man’s form of advertising is never 
successful, and to coj^y the methods of a man in your own 
business is simply to advertise your rival’s goods. The 
public? always associate certain methods of advertising 
with certain names. 

Map out a policy for yourself, be sure you’re right, and An indu 
then go right ahead. The man who complains that he has 
never found his level has probably never done his level 
best. Some men arc so busy maintaining their dignity 
that they never have time to do anything else. 

The confidence of the home markets has the greatest 
effect on foreign trade, and it is absolutely necessary to 
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keep London, New York, and Paris well in the front, even 
if doing so means a financial loss. The travelling public 
may pass by advertisements in their own country, but 
it they come to London and get an article there, they think 
it bears the hall-mark of perfection. An advertisement 
which he sees in London impresses a New Zealander far 
more than if he read it in New Zealand. The American 
public also, when they come to London or Paris, stay long 
enough to acquire a permanent taste for what they like 
here, and when they return to America tncy will ask 
for it, with the result that the reader of an advertise- 
ment in one of the Imperial capitals bgcome^ himself 
a walking advertisement for the article. Again, an 
electric sign which attracts a man’s attention in New 
York will be spoken of by him to a hundred men in 
Sydney. Direct returns may not always show well for 
Imperial City advertisements, but I •know that they 
come indirectly. 

In an even more direct way you can g^^^f tbe cf^ififlcncc 
of the provinces by winning the confidence o^ the cities. 
Clever advertising will probably induce the fashion^lc 
hotel-keepers to take up the article. Now it is a well- 
known fact that many provincial hotel-keepers go every 
year to Paris (in particular) to see what the bjg hotels arc 
doing and using — and very often they go bdek and do 
likewise. 

Study National traits count considerably in keeping the con- 
fidcnce of the public. One has, for instance, to be very 
careful of the style of advertisement. On one occasion 
I chose a picture out of the Salon at Rome — it was a picture 
of some monks drinking — and used it as the subject of an 
advertisement. All my advertisements came back to me, 
unused, from Ireland and France. I was told the Roman 
Catholics of those countries had strongly resented the 
illustration. 

Neither does an inartistic advertisement ever pay, but 
reproductions by famous artists always do. Not that the 
general public are probably able to appreciate them, but 
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tHfey follow the example of the fashion set by the few people 
who do. 

To keep the confidence of the public one must keep 
persistently before them. * The man who on his trade 
relies must either bust or advertise * is sober fact for trading 
men. It is no use to offer a .reward for the return of a 
lost opportunity. Advertise persistently right from the 
beginning. Keep at it. Remember that a prophet is no 
prophet is hii^own country unless he is an advertising man. 

To get the full benefit of public confidence from adver- slow 
tising you should not expect any outward return until 
the end^of th^ third year — ^but if you don’t get any by 
the end of the fourth you may take it that your money 
is lost. You are making some mistake, or your article' is 
not all right. There are two certain ways of losing money : 
first, to advertise and then leave off ; second, to advertise 
a bad article. UnTess you can show an increasing turnover 
in your business you are not holding the public confidence. 
SomAhJRg is WTjojig. Investigate. 

Methods ^of winning and holding the public confidence 
differ in some points. In the former personality counts 
enormously, in the latter not so much. The personality 
of the man, his methods, his influence must help to build 
Up the business during all the first year, until, in fact, 
the business is strong enough to run on its own axle. It 
is at that stage that the power of organisation comes in. 
That is the time to look out for good deputies. For when 
once a business is firmly established, it is the duty of the 
proprietor never to do anything personally that he can do 
i)y deputy. He must have already stamped his individuality 
on his business ; it is now time to stamp it on his deputies. 
Skilled deputies can do his old work better than he can, 
he has enough to do in holding the reins of organisation. 

I say emphatically that the man who writes his own letters 
when he could .get a good deputy for £8 a week to do it 
for him is not fit to control a large business — ^and he probably 
will not control one for long. 

The larger the business the less a really coihpetent 



108 ASPECTS OF BUSINESS 

director seems to have to do when you visit him. You 
may take it as a sure sign that the business is not doing 
well when the principal is concerning himself with details 
or when he wants to see his callers personally. Sub- 
departmental heads should be able to attend to all callers. 
The principal’s first object is to avoid them — ^they are 
details ; his second object is, if they do get in, to get rid 
of them as quickly as possible. 

The magic Personally I carry out this doctrine alyays, because 
chair j found it pays. I do it by means of a chair which 
saves me thousands of pounds a year and never hurts my 
callers’ feelings. It’s an ordinary-looking study chair, 
and it is placed opposite a particularly wide writing-table 
in my room. But the chair is carefully riveted and 
screwed to the floor. It can’t be moved. So tiiat when 
a particularly long-winded visitor gets to the confidential 
part of his story and tries to hitch tlfe chair forward to 
make his point — he comes to an astonished halt when he 
finds he can’t move it. That chair the Hit<?lrview 

more abruptly than any hints from me could do. And 
it saves me a good deal of valuable time. For real business- 
like visitors, whom it is easy enough to recognise, there is 
quite another chair. 

I shall probably find more diffictilty in getting that chair 
occupied after this article is published. But T have other 
time-saving schemes. 

These and similar business-getting rules certainly hold 
the confidence of the business men who understand them 
— even when they suffer by them. 

Treat- Without in any way approaching politics, I cannolf writq 

er^l^ees article on keeping the public confidence without men- 
tioning the treatment of employees. Leaving morality 
aside, financially it does not pay to treat them«badly or 
underpay them. The public find it out sooner or later, 
and it gives the firm a bad name. You cannot continue 
doing it, for the trade of an unpopular firm does not increase. 
The public won’t buy where they have no confidence. 
To employ the best men and pay them the best prices is a 
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paying policy. It brings us back to the old fundamental 
truth — employees and employers can’t get on without 
each other. 

By the way, making a man’s personality felt in his 
business and keeping himself before the public by fantastic 
advertisements arc very different things. I don’t believe 
that any wealthy tradesman ever sold his firm’s goods by 
public exploits of his own. You may sail the finest yaeht 
in the world, you may win the Derby or the Grand National 
or the Waterloo Cup — but your doing so will never sell 
20^. worth of goods. An attempt to win the ])ublic con- 
fidence by that sort of personal cxj^loitation is worse than 
hopeless. Tli<‘ public resent any atteini^t to mix up sport 
and commerce. 

I am so firm a believer in the power of the public \vill Ptihlic 

that I am convinced as long as you have the public con- 

fidenee you can ea^en be independent of the distributors, mil 

The public will get what they want whether the retailers 

like ij ^ not! The confidence of the public is the goodwill 

of the business. ‘ Once lose that confidence and the business, 

) 

evcFi if it be two generations old, is doomed. 

There is dangerously little difference in the turnover of 
a business from a profit basis to a loss. Twenty-five per 
cent, is just the margin between. To drop £2500, if you 
have a milfioii turnover, does not seem suflicient to make 
much difference, but it turnvi the profit basis of the business 
into a loss. One can never afford to give up guarding the 
confidence of the public. 

I have already said that personal advertising won’t sell 
goods, but I referred, of course, solely to the business man. 

The* professional man and politician arc in a different 
category. With them the public confidence is bought 
and hel(^ by persistent self-advertisement. The politician 
with ordinary ability who knows how to advertise himself 
will sit upon the Treasury Bench long before non-advertis- 
ing men of far greater ability. One will be considered a 
statesman and the other merely a politician. The persistent 
advertising will make all the difference. The politician 
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holds th^ public confidence by constantly advertising 
himself to them. Just as a musical comedy actress virho gets 
her motor accidents and adventures reported often enough 
in the Press — who therefore persistently advertises her 
play — will have her salary raised by 80 or 40 per cent. It 
is difficult, perhaps, to say where self-advertisement begins 
and ends. The Coronation, for instance, was one huge 
advertisement to show the nation’s loyalty and to win 
the people’s confidence for the head of the State. Adver- 
tisement is simply the key-note for winning the people’s 
confidence, and providing, as I said before, there is value 
behind it, in bu^ness — ^political advertising obviously does 
not require the same hall-mark — it never fails to win and 
hold the public. 
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ITHOUT taking a political bias, this is a difficult A com- 
subject to deal emphatically with. No thoughtful 


business^ man doubts the commercial necessity 
for taking good care of the workpeople. It is on the question 
of mea^ and methods that we may differ. Personally, 
I thinlc the proftFcm starts at the time of the engagement 
of tlw cn^lcfyecs. It is not only the man’s ability, but his 
character — his personality — which matters to the firm. 
The chief knows the kind of man he likes to have around 
him — the type he does not like will never have a fair chance 
of getting orf with him and ought not to be engaged ; it is 
not fair to either side. There is no chance of settling 
strikes or any other disputes if there is anything in the 
nature of personal animosity existing between masters 
and men. 

When at all possible, I think the chief ought personally 
to engage all his men ; I always did this myself until my 
business was converted into a company. Not only will 
the practice keep you in personal touch with the staff, 
but you will know exactly the sort of men with wlioni 
you have to deal. The captain of a ship knows his crew 
both collectively and individually, and that is the best of all 
plans for the management of men. I believe a man has 
25 per cent, more chance of successfully conducting a 
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business if he knows his staff. Disunited atoms cannot 
produce a perfect whole. The business can’t succeed unless 
the workers want it to, and you can’t know the spirit in 
which they are working unless you know and are constantly 
in touch with them. Discontent or disloyalty if discovered 
in time can be nipped in the bud, but if not discovered 
in time it may lose a year’s profits in its results. 

What’s good for the masters is good for the men. Every 
word that I have said applies to both with equal force. 

I do not believe in the policy of men working for a great 
firm, the owners or chiefs of which they never see ; it 
becomes to them Httlc more than a vast piece of nj^ehinery. 

The closer the sympathy between masteis and men and 
the deeper the knowledge of each other the better it is for 
the ultimate good of the firm. 

Access to I am convinced that there would be no strikes if every 
depart- worker had the right of direct access to the head of the firm. 

heads In thc majority of cases the men can only go to their depart- 

mental heads. If the complaint is not heyided by that 
gentleman the workman has no further 'ivmcdy^rc^ the 
firm ; he can only, and he does, spread a spirit V)f discojiJtent 
amongst his mates. Diseontent is a canker that gnaws 
away the prosperity of thc firm. 

Departmental chiefs are frequently unsympathetic ; 
they sometimes also get ‘ swelled head ’ and*- are inclined 
to treat workers as mere ‘ hands.’ They resent th^ very 
idea of a ^ hand ’ complaining of the administration in * 
their department, and in some cases they may even penalise 
the men who persistently bring forward complaints. 

This is a frequent source of trouble and there should be 
a remedy. Naturally the managing director has nbt time 
to deal with every trivial grievance ; but I suggest that 
where a man has complained in vain to his sub-chief for 
consideration of his grievance he should then haVe the right 
to appeal to the head of the firm. Very often the grievance 
is quite imaginary and the right way to deal with it is to 
take the complainant kindly in hand and show him where 
he is wrong. 
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During all the years that I personally controlled my Advan- 
\^orkpeopIc, I never had the slightest difficulty with them 
or any suggestion of a strike. Invariably I found that the c<yiarol 
ordinary democratic working people were loyal, true, and 
conscientious workers. After all, the workers want very 
little else but decent treatment ; they are not unreasonable 
unless they are driven to become so. 

I do not care for the profit-sharing system. I prefer to 
give the sta,ff good wages, let them know what to expect 
and make theif arrangements accordingly. This I consider 
is the fairest policy to both sides. On the other hand, I 
think cve^y encouragement should be given to amusements, 
clubs, educationfd schemes, or to any other project for the 
benefit of the employee and which will tend to make him a 
better worker both in his own interests and in that of the firm. 

Speaking of fair wages raises, of course, the old and Fairuxsge 
difficult question oj women’s labour, which is so often 
secured for less money than men’s. Personally, I think labour 
that wag£j[^ shonild be paid independent of sex and entirely 
according to the db’ility of the w'orker, but this is a big reform 
and 5?nc *ha9: cannot, unfortunately, be made at onec. 

For women workers I have every sympathy. In many 
cases girls are working now, and supporting their people, 
who will never rise to a good position because they W(‘rc 
not taught a*!:rade and they are unskilled. Women make 
splendid workers ; they are careful, accurate, and reliable, 
but they Jirc greatly handicapped by the conditions of trade 
in this country. It is a pity that the law docs not make it 
compulsory to give every boy and girl a proper business or 
trade training. 

•An enormous power rests with those in control of workers 
and the greatest care should be taken in their selection. 

The policy of promoting the staff is the best one — bringing 
outsiders in to fill executive positions is scarcely fair to tlie 
old hands and generally means trouble. Of course one must 
except the occasions when it may be necessary or advisable 
in the best interests of the business to introduce new blood 
or new idea^ into the firm. 
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In looking after the workers, promotion is always a difficult 
question. Even if you go on the principle of choosing 
the best man, and for that reason pass a younger employee 
over the head of an older, the staff will in many cases resent 
it. I think, therefore, that every case of this kind must be 
dealt with on its merits, but I would not give an unpopular 
man, or a man whose characteristics do not tend to amicable 
relations with the workers, a position of authority — ^it does not 
pay cither morally or financially. 

It has been suggested to me that a srnall committee 
consisting of eiViployces and one or two of the proprietors 
should be in existence to consider any vexed question that 
may spring up, but I do not like the idea. Direct right of 
access to the responsible chief should be given to the men, 
and that, it seems to me, meets all claims. Moreover, 
where a proper spirit of mutual confidence exists between 
employer and employed nothing else should be necessary. 

In giving a large staff of employees sick pay and similar 
allowances one must remember on the firm’s par*- the com- 
petition with which they have to deal, and it is false kindness 
to look after the employee in any way which may Injure 
the prospects of the firm and ultimately deprive him of his 
job. Again, this matter depends on circumstances, but there 
is no second opinion on the point that an employee’s post 
ought to be kept open for him for at least a reasonable period 
when he is ill. That seems nothing more than common 
decency. 

It is a good sign when one finds the employees openly 
expressing their liking for the chief ; of course I do not mean 
fulsome and insincere praise which they fall over each other 
in their anxiety to give, but genuine expressions of esteem 
and regard. Nothing sends the firm along faster than 
friendly comradeship all round. 

As few rules as possible should be made for the staff and 
these few rigorously observed. I don’t believe in any beating 
about the bush, tell the men just what they have to expect 
from the firm, and let them come or not as they like. 

The fact should never be emphasised that masters are one 
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jproportion of the firm and ^ hands ’ are the other. The right 
spirit to instil into every one is that they are all co-workers 
for the benefit, of the firm and, of course, for the benefit 
of themselves, inasmuch as the success of the firm means 
the continuance of their own livelihood. The day is coming 
when modern labour will refuse to work under the title of 
^ Masters and Hands.’ 

I believe in every possible encouragement for the workers, Holiday9 
from summer excursions to Christmas holidays ; and certainly 
consider thatitooms replete with every modern improvement 
promoting health and efficiency should be provided for them 
to work® in. Good ventilation, good light, and proper 
heating apparatus for the winter — these things are indis- 
pensable. 

I do not like the idea of employees ‘ living in ’ and should 
be glad to sec it abolished ; for one thing, it does away 
with all possibilityi of home life, and deprives the workers 
of the absolute change and freedom which they should 
have wfirk. I am even inclined to think that lunch 
provided on the premises is not altogether good for the 
workers, Vho ought to be encouraged to go out into the fresh 
air for the sake of their own health. 

Fines and other little penalties, taken as a rule out of Fines 
the men’s wages, are bad policy. Better to get rid of 
unsatisfactory worker than to keep him under such con- 
ditioi^s. As a matter of fact, fines deducted out of the 
workmen’s wages are illegal, but it shows the difficulty 
of dealing with labour questions by Act of Parliament 
when one notes the number of firms in which men are fined 
and where employers are either indifferent to or ignorant 
of th*e law on the subject. 

It is not possible for any man to lay down general rules 
for lookii^ after the worker, so much depends on individual 
cases. I am convinced that if a better understanding 
and greater intimacy existed between employers and 
employees the whole problem would be solved. 

With the socialistic idea of the equal distribution of 
wealth I have, as a common-sense business man, no 
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sympathy. If that were actually done on Monday morning 
and every man and woman in the kingdom made equal, how 
long would the equality last ? Not until evening. We should 
have to make a redistribution every morning. Tempera- 
ment, character, and strong will would triumph as they always 
Minimum do triumph in the battle of life. But a decent minimum 
wage should be fixed for every man and woman. Why 
wait for Parliament to force us to do justice to our workers ? 
There is no doubt that workers are determined to have a 
living wage and the only question is the cirfeumstances in 
which it shall be obtained. 

The reform will mean a great upheaval ; employers will 
probably dismiss their unskilled workers, ’but economical 
conditions will soon right themselves, for skilled labour 
will no longer be out of employment. When unskilled 
workers realise that they will not be employed under the 
new conditions, they will doubtless take.xstcps to obtain the 
training necessary for a trade. It will ultimately mean a 
higher standard of workmanship and a higher* standard 
of living all round. The real labour question will be solved 
when all workers have the chance of living like Vneti and not 
like slaves. 

I certainly do not believe in ‘ coddling,’ and think one of 
the worst services you can do for a friend’s son is to make 
things too easy for him. Some men make theif friends and 
others expect to be made by their friends. Why i^ould 
any man or woman who has health and strength want to 
be helped ? They have not the right spirit of the fighter 
if they do. Of course there arc occasions when the best 
man in the world will be up against a brick wall ; then 
by all means give him a helping hand to pull him over. 
But you generally find that the men who get on are not the 
men who ask for help. 

Employera My opinion is, in a word, that an incompetent worker is 
not worth employing, that good workers should be well 
looked after and should have a living wage, and that the 
employers should be regarded as employers and not as 
philanthropists^ While it is the duty of employers to do 
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all that lies in their power to improve the conditions of life 
for their workers, they should not be expected to imperil 
the success of their business for the sake of their employees, 
as by so doing they would not only be endangering their 
own welfare, but that of the workers themselves. 

Hard work is inseparable from modern trading conditions 
and fair play all round is the only motto alike for employers 
and employees who respect their own good name and 
reputation. ^ 
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E very business that is conducted on modern lines 
requires an arrangement of papers, records, and 
memoranda which will remove any dependence 
upon mere memory. ^ 

Trusting important details to the memory o{^ any one man 
or any set of men is dangerous. The manjnay di^, 'or his 
mnemonic faculty may decay, or he may resign (his. position, 
or be tempted away by a competitor. He may become 
untrustworthy in other respects, or acquire bad habits 
which require his removal : and if he alone knows where 
to find necessary papers, or has been allowed to ‘ carry in 
his head ’ important details, he will have the business at 
his mercy. 

To remove such dangers as this, ‘ systems ’ — necessary 
and useful within their proper limitations — have been 
devised, whereby any work, for example, which is recurrent 
is noted on cards in a set of drawers (constituting iVhat is 
called a card index), which are required to be gone over 
daily or at other proper intervals and so treated that the 
work recorded on them cannot be omitted through xorgetful- 
ness. As well as this, aUi sorts of other matters necessary 
to be recorded are similarly carried in ‘ systems * of various 
kinds. 

It sometimes happens that * system ’ is overdone. The 
amount of detail introduced exceeds the requirements of 
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' the case. There are dangers in this. One of the greatest Dangers 
and the one most apt to attack a skilled system-man 
that of forgetting that systems exist for the benefit of the eapperi 
business, not the business for the sake of making the system 
work smoothly. Sometimes if a system-man is allowed 
too much scope, he will damage the business by exaggerating 
in his own mind the importance of his work. He makes 
business subservient to system. 

He may ^Iso make the system too elaborate for the 
purposes which it is designed to fulfil : and this gives 
rise to what is known — not very compendiously — as over- 
systematising. ^ 

The principal danger of over-systematising is the danger 
that one part of the system will clog the wheels of the rest. 
Providing for work to be done well and quickly does not 
ensure that the work will be done. The best system is no 
better than the stflff working it. It is not fair to blame 
the system if the system is not carried out properly : but 
it isrfaif to*l^ame the system if it creates needless work 
instead of saving work. Thus a distinction must be drawn 
between over-systematising and working a system wrongly. 

The effect, in both cases, is apt to be the same, namely, 
confusion. Rut the causes arc different. 

In any big office, like a Government Department or the 
office of a large engineering firm, great masses of papers 
come into existence, and have to be passed from hand to 
hand. They could not safely be separated. A routine 
system is devised to take care of them, and sometimes this 
system gets over-elaborated. The result is tliat papers 
.sometimes go astray and create serious trouble, because 
the* system has sent them where they are not really re- 
quired and they get laid aside. According to a writer 
in Blackwood's Magazine there is at least one British 
Government office which suffers from this effect of over- 
systematisation. 

Certain papers, it seems, wander about within the office, 
growing in bulk like a rolled snowball. Sometimes they 
disappear in the course of their passage from desk to desk. 
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The culprit may be a very great personage indeed : but the 
papers must be found, or the whole overgrown system 
would be deranged. So they arc put on the ‘ search list,* 
and a clerk known as the ‘ searcher * is brought into requisi- 
tion. The ‘ searcher * is an individual whose whole time 
is spent in finding missing papers. He is an official who 
has been many years in the office in various departments 
and knows its routine. He is possessed of considerable 
astuteness, very great tact, and, above all,^ indomitable 
perseverance and bulldog tenacity. With his knowledge 
of the working and business of the various departments 
he is able to guess where a missing batch of ^papers is likely 
to have gone. Inquiries arc made, backed up by polite 
but persistent demands for the paper or information 
as to its subsequent perambulations. Firmness, combined 
with good temper, generally results in the speedy dis- 
covery of the missing document. Althdugh wearing work, 
the duties of ‘ searcher * are said to have been efficiently 
performed by the present holder of the ppst foV *sc?vcral 
years. o 

It sometimes happens in an office that papers are lost — 
a fact less difficult to credit in the light of the fact that much 
larger things than an office dossier sometimes go astray. 
It is well known to every one with any cxj^erience of railway 
administration that trucks, coaches, and even whole trains 
have been known to get lost in their peregrinations from 
one line to another, and cannot be traced by the records 
of the line to which they belong. 

No system works by itself ; though it is often cxi^eeted 
to do so until a breakdown shows clearly that a driving, 
force is needed to get work done. For instance, a very 
large firm of export engineers has a complicated corre- 
spondence requiring elaborate cross-indexing, h* system 
expert worked out a filing and card-indexing system, destined 
to keep them in order, and the necessary cabinets were 
installed. A large room was required to hold them. But 
in six months it was found that the confusion was greater 
than before the arrival of the new system. A thousand 
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letters had to be waded through before anything could be 
found. The expert was in disgrace. His protests were 
unavailing. * Here have we spent so much on your scheme, 
and now we are worse off than before 1 ’ After a month’s 
futile effort to get things straight, a second expert was called 
in, and told to overhaul the system and point out its defects. 

After a day’s work the second systematiser handed in his 
report, which was brief. ‘Defects in your system do not 
exist. It is fbe correct system for you. What you want 
is a responsible man to sec that the system is properly 
worked.’ 

When*a seniej^ clerk was put in charge of the filing depart- 
ment, which was thoroughly explained to him, and plainly 
told that errors and delays would lose him his situation, 
he quickly pulled the organisation together, and from that 
time the system worked admirably. 

What he had fouftd was that the staff operating the system 
did not thoroughly understand its details nor appreciate 
its valtte.* 

This shows the necessity for properly training all who 
may have anything to do with the system. It also shows 
that the system should not be so complex that it needs 
an undue amount of training to understand it. However, 
it makes absolutely certain the fact that the best results 
can be obtained only when educative measures arc intro- 
duced with any changes in the conduct of a business. It 
must always be borne in mind that telling is not teaching. 

The lesson must be driven home. 

The best system is worse than useless unless there is a Systems 
man whose duty it is to see that it is maintained ; and the 
worse a system works, the more liable it is to lead to over- 
systematising. Instead of simplifying the old system, 
checks and complications arc introduced in the attempt 
to remedy it. Every fresh complexity introduces fresh 
chances of error. But system, properly used, is the life- 
blood of business. 

A system may be so elaborate as to be understood 
thoroughly only by the man in charge of it. In the case 
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of his unexpected absence, the system breaks down. In 
some cases it becomes worse than useless. This is another 
pitfall for the systematiser, and it needs to be guarded 
against. A system must be simple enough to be understood 
by all those who may have anything to do with it. 

The physical difficulties of handling money, especially 
in small sums of metallic coinage, which cannot be traced 
like bank-notes, give rise to all sorts of over-systematising, 
in order to prevent peculation and avoid crijprs in adding 
and subtracting. It would be an affectation on my part, 
obviously, no.^ to maintain that mechanical checking of 
money and mechanism for allotting absolute resp6nsibility 
to each individual who handles money get rid of all over- 
systematising of this character. Where every salesman 
is required to make a mechanically-printed receipt for his 
customer, and cannot give a receipt without recording the 
money as due from himself to the cash-box, evidently there 
is no room either for mistakes or dishonesty. Systems of 
this kind are now so effective and so simply lhaifthty are 
fast superseding the elaborate pencil-and-paper methods 
formerly in general use. 

SyaUmaa An important phase of the system expert’s work, but 

a^ckon least frequently heard of, is the devising of schemes 
that automatically check the work of a large staff of execu- 
tives and provide against delays occurring to inquiries or 
other matters in hand. Sometimes a small addition to the 
system may simplify and make efficient what before was 
cumbersome and unwieldy. The case of a very large and 
well-known engineering firm in the Midlands illustrates 
this. • 

A considerable number of highly-paid technical men were 
employed in the preparation of tenders for contracts. The 
work tendered for was generally of a large and hnportant 
kind, and the preparation of an estimate as a rule was a 
long and tedious job. Elaborate systems were everywhere 
employed in handling details : the channel by which (for 
example) an uncompleted tender-form passed from depart- 
ment to department was clearly marked. But the one 
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thing was omitted to ensure that a tender-form should always 
travel along that channel. 

The work of compiling tenders was not, of course, the 
only thing done in that office : but because the handling 
of tenders gave rise to the greatest trouble, they are taken 
as an example. A complicated tender would reach the 
tabic of a very busy executive. He glanced it over, saw 
the amount of work required, and put it aside in order to 
get on with ^ simpler and more congenial job. This delay 
would be repeated at another stage, and perhaps again, 
until it became impossible to complete the tender within 
the time-limit |llowcd. Yet the ‘ system ’ was perfect — ^in 
theory. The mischief of it was that it did not work in 
practice. Delays and omissions grew more frequent, until 
a glaring case attracted the attention of one of the heads 
of the firm, who at once instituted a searching inquiry. 
Uncompleted workf was found in the desk of nearly all of 
the men who had been trusted to push work through of 
their accord. 

The partly/ was both wise and broad-minded. He blamed Fixing 
nobody but himself for having permitted the system 
‘ run ’ itself. He worked out a simple checking scheme, 
rather like the method by which the General Post Office 
deals with registered letters. Each tender-form (or other 
document requiring detailed inquiry) was registered in a 
log-book, and given a distinctive number. The ‘ Registry,’ 
run by a single junior clerk, only parted with a ‘ case ’ when 
the recipient gave a signature for it. Each man dealing 
with that ‘ cese ’ took care to get a signature from the next 
mnn before he gave it up. The registry-clerk kept in his 
log-6ook a brief record of the date when it reached him, 
and of the date by which the office work upon it should be 
completed, according to the requisition furnished to him 
in the first instance. 

This simplified matters considerably. Certain details 
could be eliminated : the papers only went to people who 
had practical work to do upon them. The registry-clerk 
had to serve reminder-slips upon the men holding cases that 
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were nearly time-expired : he also had to take his log-book 
once a week to the head of the firm, for the latter to note 
what matters were incomplete, and in whose hands they 
were lying. 

These simple steps, joined to the knowledge that the head 
kept himself informed of the progress of the work, sufficed 
to put tliat department upon an entirely businesslike and 
elficicnt basis. All that had been done was to provide a 
means of fixing responsibility ; but it was cn<}ugh to trans- 
form a chaotic, inefficient department into an efficient 
one. 

Fixing responsibility upon men, and not ^upon a system, 
should be the aim of the systematiscr. Unless the responsi- 
bility for the working of the system is fixed upon the staff, 
the system will not be a success, however elaborately it 
may seem to provide for all requirements, but some systems 
enforce responsibility, and soon show Uhe accuracy of the 
staff operating them. ^ 

Many businesses suffer from the fact that Ijjie offibe^stem 
does not provide for really vital figures bemp obtainable 
except when the books are balanced for yearly or half-yearly 
stocktaking. This is the commonest of all forms of over- 
systematising, and occurs just in the places where modern 
systems do not exist at all : for the right purpose of systema- 
tising is to simplify, not complicate, business. Often, in 
a big concern run on old-fashioned lines, the proprietor 
cannot really get at what his total liabilities and total assets 
amount to, except by having a balance-sheet drawn out : 
and the system of book-keeping is so complex — so over- 
systematised, in a sense — ^that a trial balance at some critic^ 
moment may be unobtainable, except after so much work 
that the information comes too late. It is very necessary 
to maintain a system of double-entry book-keeping, such 
as will, by the necessity of making the general or private 
ledger balance, provide a chock on the whole accountancy 
staff: but it is also desirable that generalised statistics 
on any point shall be obtainable at short notice. For want 
of such statistics many a firm has become insolvent, and 
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has traded after it was hopelessly insolvent, with enormous 
consequent losses to creditors and some scandal. The 
inaccessibility of general statistics is a result of over- 
systematising, and a special machine has quite recently 
been put on the market, for remedying this defect 
with an economy of labour. Briefly outlined, the A Me- 
principle of it is that every transaction, before being 
entered at leisure in the books, is registered mechani- register 
eally in the machine. Every cheque drawn, for instance, 
has the money-figures printed on it by the machine ; every 
invoice for merchandise bought has the amount stamped 
on it befcre it will be passed by the book-keeper for entry 
in the journal* every sale-invoice is similarly stamped 
before being entered in the day book ; all paying-in slips 
sent to the bank have to bear their totals, stamped by the 
machine, as well as the pen total of their items. 

Each item in ea>7h class of transactions is mechanically 
added by the machine to the previous total of similar transac- 
tions,^^^ thd total can be inspected, though it is under lock 
and key, so^aR to be accessible only to authorised persons. 

Thus, fot example, the proprietor can ascertain his bank 
balance at any moment by looking at the total of the ‘ bank 
deposits ’ record and deducting from it the total of the 
‘ cheques drawn ’ record. All his purchases will be totalled, 
as fast as the invoices arc checked in the warehouse, by the 
‘ bought ledger ’ records, and total liabilities are conse- 
quently ascertainable at any moment, with the result that 
all the vital figures of a balance-sheet can be obtained at 
a moment’s notice. This method also remedies one effect 
of the •over-systematic double-entry system, the complexity 
5 which necessitates slow and careful checking of all arith- 
metical calculations in book-keeping. As the mechanical 
additions^in the machine must be correct, the book-keepers 
need not check any of their additions unless the total in the 
machine differs from them. Great wastes of labour arc 
thus cut out. 

The dangers of ‘ system * lie as much in the direction of 
over-trusting the system as in over-systematising. For 
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every system there must be a man who sees that the system 
is properly administered. 

om\ru8t much system. In a busy 

the eyatem ofHce a card system was maintained for years at some 
cost in clerks’ salaries, recording with extraordinary minute- 
ness a synopsis of every letter received by the firm, and 
every letter sent 1 When questioned about it the head' of 
the business admitted that it was his own pet scheme, and 
that the theory with regard to it was that no caller could 
take him at a disadvantage — he could in a moment turn 
up his card and c see just what business he was doing with 
him. ‘ But,’ said his questioner, ‘ your elaboitite card 
system docs no more for you — ^indeed it does rather less — 
than any decent modern filing system would do. And a 
single ollice-boy could keep the filing system going.’ Even 
when this was clearly explained to him, it took that business 
man a long time to persuade himself totdrop the system of 
his own invention. 

Over-elaboration of works-costing systems *is responsible 
for a great loss of time, particularly in the ^tianufacture or 
construction of supplies for heavy and civil engineering. 
This work involves the manufacture of a number of 
parts, the assembling of these parts into wholes : these 
wholes, in turn, being but parts of the finished article, to 
be assembled in a place perhaps remote from the works. 
Such work requires very careful systematising. 'Costs 
need to be recorded with accuracy at every stage. But 
care must be taken lest the costing system becomes in itself 
so important a job that it takes up more time than it is 
worth. 

Danger of Some mail-order businesses suffer from a totally differeifc 
effect of over-systematisation. In corresponding with custo- 
mers, it naturally occurs that the numerous letter^rcceived, 
and replies sent, are of the same tenor. It is soon found 
that a special letter need not be dictated for each, since 
they are nearly all alike : so a ‘ form-book ’ is prepared, 
containing the form of reply to each sort of letter received. 
In dealing with the correspondence the mail-order corre-^ 
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spondent simply gives the distinctive number of the reply 
£o be sent in each case. 

This system introduces a temptation to make form-letters 
serve for all correspondence. The man in charge saves 
himself the trouble of dictating special letters. But replies 
that are obviously machine-made cannot always meet the 
case and are apt to offend a customer who perceives that 
he is not getting real personal attention. The customer 
complains^ gets another stereotyped letter, and then pur- 
chases elsewflere'l The system was carried too far. 

The mail-order correspondent should strive to make his 
letters appear as personal as possible in each case ; and 
the form-book “feystem is dangerous in the ease with which 
it conduces to the avoidance of special dictation. The mail- 
order man should, in most businesses, try to dictate as many 
special letters as possible ; but the form-book system aids 
him in writing as f'?w as possible. 

Special circumstances, necessitating unusual treatment, Allow for 
freqiifptly arise in businesses of every kind : and a system 
that makes n^ allowance for special cases becomes so much 
red tap^, clogging the machinery and preventing progress. 

A large office needs not only a man to see that the rules are 
observed : it also needs a man to decide when the rules are 
to be set aside. The systematised office that has no man 
always present who is able to break the rules with good 
judgment is without doubt orer-systematised. A system 
elaborated so as to deal automatically with every conceiv- 
able condition would be over-elaborated. Systems are — or. 
should be — invented to meet the requirements of the average * 
work pf the office ; and the work that is new and different, 
^d^docs not readily fit in with the office routine, is just 
the work that should come to the notice of the head, because 
it is impprtant. It is important because it is new. 

For instance, an order might be received in the ordinary 
way of trade for ordinary goods, but with a proviso that 
they be finished, or packed in a special way. A properly 
systematised office would bring that order to the notice of 
the head, who might get from it a hint of new uses, or new 
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markets, for his goods. An over-systematised office would 
work it all off without allowing it to attract this amount of 
attention, and the benefit would be lost. 

The purpose of system is to facilitate dealing with work, 
not to hamper work : and the aim of the systematiser should 
always be, as already indicated, to subordinate the system 
to the work to be done, and make it meet average require- 
ments. A system cannot be expected to take care of every- 
thing, or it would be cumbrous ; or to take care of itself, 
for that would lead to confusion. 
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Ths remarkable changes that have taken place in commer- 
cial conditions during the last century have created new 
conditions in manufacturing that demand modernised 
methods of control. Manufacturers, bringing to their aid 
the best, scientific knowledge, and combining not only 
nationally, ^uf internationally, in order to increase the 
general efficiency of their respective industries, have changed 
the whole face of commerce ; and, by means of the pressure 
of competition, are rapidly bringing every civilised nation 
into line with the modern applications of scientific principles 
to business management and manufacturing proces^scs. 

A continuous professional experience, extending ^over 
many years, has shown the writer the main weakness in 
the nianufjicturing literature at the command of the manu- 
facturer. Numerous works of an excellent technical character 
are in existence, which deal with problems of manufacturing 
orgkpjfiaiiiorf ; and to these must be added a number of 
pubhcations^csigned to record modern develo.pments in 
business conditions. The majority of these writings suffer 
from what has been proved to be a serious defect. In nearly 
every case they deal solely with the application of modern 
principles to specific conditions. 

Unfortunately for the manufacturer who has only such 
literature to turn to, businesses have never yet been stan- 
darchsed ; and it is generally found that while a principle 
can be applied in one way to one business, it must be applied 
in a totally different way to meet the requirements of 
another business of the same class. 

As a consequence, such literature is only of service to 
the manufacturer who is fully educated in the basic prin- 
ciples “that underlie all methods of business control and 
management ; since, without such knowledge, he must fail 
to understand the applications of the principles set out. 

In the4)resent volume much material of a purely elemen- 
tary nature has been included, because the writer, from 
practical experience, has found that the majority of manu- 
facturers have only a vague idea of even the most elementary 
principles of business organisation. That they manage to 
apply many of these principles to their own businesses is 
no criterion of thejr knowledge in this respect, as much of 
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this is the result of intuition rather than of knowledge, and, 
in some cases, is merely the application of a known method 
that has a fairly general range of applicability. 

In order to bring this work within the scope of all 
manufacturing businesses, it has, in consequence, been 
designed on a different plan from that generally adopted. 
In the first section the basic principles of industrial organi- 
sation arc reviewed, so as to impart a general knowledge 
of the foundation on which modern organisation is built. 
In the second section these are illustrated with recent 
applications of modern methods of organisafiorf, taken from 
actual systems in use in various classes of business, both at 
home and abroad. 

It is hoped by this means to induce a yiore tfiiorough 
investigation of the g(‘neral ijrinciplcs of industrial organisa- 
tion by the British manufacturer ; and while the space at 
the writer’s disposal has been exceedingly limited, con- 
sidering the enormous range of the subject dealt with, a 
great object will have been a.ehicved if the present work 
leads to a more eareful consideration of fiic scientific aspect 
of manufacturing, both by manufacturers and technical 
writers. ' • < # 

The author acknowledges wiHi thanks <be assistance 
rendered by the firms referred to below, who have *supplicd 
original forms, photographs, or records for use as illustra- 
tions ; as also the helpful advice of Professor H. Stanley 
.Tevons, M.A., B.Se., F.S.S., whose scientific investigalions 
into industrial (piestions arc so w(*ll known, and Mr. John 
Mann, jun., M.A., C,A., one of our premier accountants, 
and author of the factory accounting section of ^‘Thc 
Encyelopjcdia of Accounting,’ \vho have reviewed ‘Factory 
Organisation and Management’ in proof form. 
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CHAPTER I 


INTRODUCTORY 

Modcra Organisation : The Advantages of Proper Organi- 
sation :*Or^nised IVLanageinent — ^What it means, What it 
is, and What it docs 

M odern mimufiicturing organisation is a ]>rocluct The 

of ^Jic rapid dcvcloj>ment of industrial activities infhifnrp 
during the past century. This development has 
been more pronounced in some countries than in 
others, and has affected ciuLain industries more than the 
rest. Ridlcx influences, however, through international com- 
petition on the c#ic hand and tlie demands of organised 
industry for better service from its supi>liers on the other, 
have h^d t^hc effect of bringing literally every industry 
in c^’^f^ry ci^lised country under tlic inllucnce of modern 
industrial <cmiditioiis. 

Patcitt rights of a German machine tliat cuts a farthing a 
yard off the cost of a textile product find a prompt market 
ill competing countries. Methods tliat have developed suc- 
cessful businesses in America rapidly find favour in Great 
Britain. Following close on the heels of the inventor of 
machinery has been the inventor of commercial methods — 
the rtiachincry of business control — both continually striving 
to improve manufacturing methods in tlicir own particular 
field. In the past, when competition was less keen, and 
manufacturers were content to leave demand to develop 
their businesses, big profits were the rule, and variations 
in production costs affected the final balance-sheets but 
RTl^k. 

To-day, through the influence of widespread competing 
influences, supply takes the lead and anticipates demand ; 
profits ^re low and the cost of production high ; and 
manufacturing conditions demand that a manufacturer 
shall be prepared not only to meet, but to create a demand 
for his proauctions, and at the same time sell at a price 
that hundreds or thousands of competitors cannot profit- 
ably underquote. Machinery and the gradual reduction 
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in the production cost of all classes of manufactured goods 
have had their influences on prices, and as price reduction 
comes first out of profits, manufacturers of all kinds have 
had to look to their cost of production for a saving that 
would compensate for the loss on selling price. 

The Thus has arisen the necessity for close analysis of the 

s tyfor •' elements of manufacturing cost, and for organising the 
controlling forces of the factory so that waste of cither 
time, labour, material, or capital may be reduced to a 
minimum. Competition having created a dead-line beyond 
which selling price may not pass, the prodilceiOhas to aim 
at keeping his expenditure as far behind that line as possible, 
so as to show a margin of profit. To do this he must use 
improved machinery that will reduce his labour coiSt. He 
must extend his buying operations so as to take advantage 
of the cheapest markets for his raw material. And he must 
so plan his records that they will keep him constantly 
informed of his progress, and of any weaknesses or losses 
that may be developing in his business. 

This latter is as necessary as that he skould keep abreast 
of his competitors with his machinery. But because 
machines are visible workers, the productive yalue of 
which can be seen and readily understood, while the fefsults 
from improved handling methods, whether of men, material, 
or records, are cumulative, and greatly dependent *on the 
ability of the men who develop and handle them, interest 
has centred far more on the machinery that can make 
goods than on the machinery that merely handles the 
details and records of their manufacture. This is not 
altogether because the value of the machinery of organisa- 
tion is not demonstrable, but because of a widespread 
lack of knowledge of the vital principles of organisation, 
which prevents manufacturers from understanding appli« 
cations of them which are presented for their con- 
sideration. 

A typical No better instance of this point can be quoted*' than 

experienoi the experience of a well-known British manufactulCr. 
This man has built up one of the biggest businesses of its 
kind from a single-roomed office. He is an expert on 
manufacturing processes, and open-minded to S degree 
on any point concerning business development. In his 
office he has a library of books on manufacturing organisa- 
tion, and, in addition, has collected from every available 
source, notes on the methods of other firms that have 
proved successful, and which he thought he could apply 
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to his own business. Yet, in spite of this, he failed to 
g^t his business into a condition that satisfied him. 

One day he met a manufacturing expert, and had an 
interesting discussion with him on purely manufacturing 
principles, in which his own business was not concerned. 

In his own words, that conversation let more light into his 
business in an hour than he had seen in twenty years, 
and he proceeded to analyse his business from the point of 
view of the principles of manufacturing organisation in 
the same way as an engineer would apply engineering 
principles tf the examination of a power plant. In nearly 
every department he found he was working on wrong 
lines ; and, working alone, on his Utile knowledge, and 
in opposition to the wishes of his fellow-directors and the 
firm^s accountants, he managed, after twelve months’ hard 
work, eventually to apply the principles he had learnt to 
his own organisation. 

The result surprised everybody concerned, for at the" end 
of the first financial year after the change, the 'firm found 
that on manufaQ(:uring alone they had made the biggest 
turnover in their history, on fifteen per cent, less labour 
cost than t^eir previous best year. In addition, sales had 
beei> TOSde at better all-round prices than ever before ; 
and instead^ of a normal balance, the business had made a 
handsome profit. This illustrates one most important 
point in the consideration of the problems of manufacturing 
organisation, viz. that it is the application of basic prin- 
ciples to the requirements of each individual business that 
succeeeds, and not the adoption of methods merely on 
account of their success in other businesses. 

This is the foundation of all ciliciency in the organisation Thefoun- 
of a business, just as the application of mechanical principles daHtm of 
is the foundation of the elficicncy of a properly constructed 
machine. Built on this basis, a manufacturing organisa- 
tion will provide a continuous knowledge of progress down 
to thd smallest detail of importance ; it will help to eradicate 
wstc, by keeping always before the notice of the executives 
the fluctuations in the creation of waste ; it will detect 
leakages of time, labour, or material through inefficient 
workmen or wrong methods of management ; and it will 
concentrate a complete and perfect control over details 
in the hands of the chief executive. In addition, an efficient 
organisation will create a power of commercial foresight 
that will enable a business to plan its work and its 
management to the best advantage, thus reducing the 
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risks inseparable from the management of a big under- 
taking. 

Many firms, keen and active in their attentions to 
modern developments in machinery and manufacturing 
processes, are still content to depend on an antiquated 
system of management and control. So long as the balance- 
sheet shows a dividend, and competing influences have 
not cut out the whole of their profits, they pay little or 
no attention to the losses, whether of money or opportunities, 
that an incilicient organisation conceals. Success, however, 
is not to be judged by what a business dicing, but by 
what it might do ; and the constant goal of every under- 
taking that hopes for permanence in the face of any 
competition is a permanent and continuous efficiencj^. 

What America has raised business cfliciency t(f the level of 

America the sciences. It has its own University professors, and a 
one business course is included in the curriculum of most of 
the big colleges and schools. But it has been the jetish 
of hundreds of its most prominent exponents, and led 
them into a species of self-hypnotism^ that gave every 
new development and every novel idea a perfect form 
whatever its weaknesses. ^ 

America approached the problem of business tfftarmey 
from a totally different point from that of Gl-^at Britain. 
Once the idea caught root, it rapidly developed' into a 
craze, during which inventors of all kinds of systems and 
appliances reaped a golden harvest. American manu- 
facturing businesses of all kinds loaded themselves up to 
their utmost capacity with new systems, and with patented 
time- and labour-saving appliances, paying, in addition, 
fabulous fees to manufacturing experts for advice. 

But before many years had passed, they found that 
the craze for business organisation had grown so quickly 
that it had overreached itself. While before they had 
been losing too much through inefficiency, they were then 
spending too much to gain efficiency. Retrenchment 
became the order of the day, and gradually the wasteSuI 
expenditures were cut out, while from the mass of systems 
and methods the useless and over-costly were weeded 
out until only the useful and efficient remained. ' 

Yet in spite of the enormous waste in money and time 
this craze entailed, it gave a fillip to American industry 
that has kept it ahead of the world. Through the know- 
ledge gained from better organisation, the American 
manufacturer was able to cut production costs to a mini- 
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mum, and, in spite of a high labour expense, to compete 
with the world for international business. Scientific manu- 
factfuring and marketing of product soon told its tale 
on the world’s markets, and gave to American goods a 
reputation for value, and to American firms a reputation 
for efficiency, that have brought them enormously increased 
business. , 

The British method of approaching the question has British 
been from the bottom. Careful, doubting, and often 
unapproachable, the British manufacturer learned little 
of what was l^p^ening in other parts of the world. Proved 
efficiency of methods was generally liis only point of view 
regarding a change in his organisation, e^ en if he did not 
actually refuse to consider anything that would interfere 
with the metho(As that had successfully carried his business 
over half a century or more. The pressure of competition, 
national and international, however, made itself felt in 
course of time, and gradually British industry is raising 
itself to the efficiency standards that competing businesses 
and comjjeting countries have set. 

Given equivalent efficiency in organisation, coupled 
with the Britjsh reputatitju for quality and workmanship, 
few, Ob an^, countries could compete with Great Britain ; 
but it is douijtful whether the country will wake up in 
time to savc^ts best business, and will realiscj that the day 
of the old-time business has passed, and that only modernised 
factories, built and managed on principles of business 
clficieiicy, can hope for continued success in the face of 
modern scientific competition. This book is written 
especially for the British manufacturer in order to bring 
before* him, in a simple, comiirchensivc manner, the basic 
^principles of organised management, as applied both at 
home and abroad, so that he may himself apply these 
principles to his own business and thus bring it in line 
with modern industrial methods. 

Orga\)Lised management means, literally, perfectly de- What 
signed machinery of business control. It is not a question organised 
of accounting, or of the application of accounting principles, 
Accountancy, as practised, fails to touch the vital problems 
of organised management. Scarcely one accountant in 
a thousand has anything but a remote idea of the principles 
underlying but a single feature of the problem — manu- 
facturing costs — ^an important section, though but one 
of the many. Apart altogether from lack of experience, 
this is but a natural position of affairs. Accountancy 



188 FACTORY ORGANISATION 

follows on the work of ^organised management, checkinff, 
and reviewing its results. It deals with final results, while 
an efficient organisation takes care of the details as they 
occur. 

The great weakness of many organisations is caused by 
the fact that they are merely appendages of and develop- 


IT ECTU/?^ 



No one section of a business should control or unduly influenc'd * 
its operation. Organised management should aWays be the main 
controlling force, to which all sections should be subservient 

c 

ments from their accounting systems, instead of the reverse 
being the case. They have, in fact, been built downwards, 
instead of from a solid foundation upwards. The con- 
structive details of a sound manufacturing organisation 
begin from the laying of the first stone of the building 
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and reach to the delivery of the|finished product. They 
cover a thousand and one details with which accountancy 
is in" no way concerned. 

So far as they affect finance, accountancy principles may 
reflect their influence down into the manufacturing organisa- 
tion, just as architectural principles must affect the erection 
of the factory buildings. But architecture, accountancy, 
mechanics, lighting, power, and all the individual principles 
concerned in details of manufacture and its requirements 
must co-operate with and be subservient to the principles 
of organised niang.gcment if the business is to achieve the 
fullest measure of success. 

Eflicicnt organisation is the switchboard of the business The 
— the controlling force in the daily work of the plant, husineaa 
It provides the^ indicators that enable the executive to^*^^“ 
keep in touch with the working of every section, and show 
immediately when any detail has gone wrong. Just as 
the chief engineer can stand at the switchboard of a huge 
electric power plant, and direct with unerring accuracy 
the handling of treijicndous amounts of electrical energy 
over hundreds of square miles of territory, so the execu- 
tive of a big manufacturing business can sit at his desk 
and by«m%ans of his indicators direct the operations of 
thousands of ^workmen and the handling of the work of an 
enormous* plant, while keeping in touch at the same time 
with every important detail that goes wrong. The same 
applies quite as much to the small manufacturer as to the 
large one. 

One prolific cause of failure to apply organisation prin- 
ciples to the small business has been the endeavour to 
jadapt‘'the machinery of larger businesses to the require- 
ments of small ones. It is not, however, the details 
of organisation that are the same, but the principles ; 
and unless a manufacturer understands thoroughly 
the principles underlying the use of a method in another 
business^ he is wasting time to try and adapt it to his 
oWmuse. 

The result of the application of the principles of organised 
management to any business is first and foremost an 
immediatefincrease in its efficiency. It begins to get better 
results from the employees, the material, and the capital 
invested for a less expenditure of labour, money, and 
time. It releases the executives from the heavy burdens 
inseparable from detailed attention to every section of the 
business, and enables them to devote more time to its 
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development. It stimulates ])rodiiction, reduces waste, 
stops leaks, creates new business, saves time, and directs 
the brain-power and ability of every individual in the 
business, from the executive to the elirk, into more effective 
channels. It brings harmony out of discord, and creates 
a live, cificient, and sensitive commercial instrument out 
of the weak, inellieient, anti blindly operated business of 
the past. 
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PRIMARY ORGANISATION AND 
CONSTRUCTION 

(]) 0RGi?NftAT10N AND SITE SELECTION 

Tho Vital Elcmenia of Dopartmeiilal Organisation : Distribu- 
tion of* Kcapoi^sibility ; Dcpartmontaliaatioii : Clioosing a 
Site ; The Main RequiremiMits of a Factory Site : ^J'axation 

T HK orgiinisfition of a maiiiiriicl uring plant is not 
merely an arrangement of books and clerical records. 
It is the apjdieation of concrete principles that in- 
fluence eveiy #lc tail connected with the undertakings 
from the foundations of the building up. Clerically, how- 
ever, an eJIiciunt factory organisation enabl(‘S the head of 
a busiifl:'?»s *lo know what he has done, what he is doing, 
and what he cAn do. It brings him into close eorilaot with 
every dt i*iil that affeets his business, whether it be in 
eonnectioii with his buildings, machinery, employees, or 
methods. J^ater, when he builds a new factory, or buys a 
new machine, or increases his stafl*, this knowledge influences 
him to make the lK‘st possible use of his experience. He 
builds a belter factory, selects a more profitable machine, 
iind s<?cures more eJlicient employees in consequence of 
Avhat he has learin^d. Tlic benefits of cdicieiicy in the 
smallest organisation are therefore cumulative, and the 
elliciency of a workshop in a single room reflects its influence 
throughout a liiisiness during the entire stages of its 
growtJi.* 

Half the battle in business development is to begin right. 
More businesses collapse just at the period when they arc 
emerging from the stage where one-man control is possible, 
than at an^ other time. Generally, a dominant persomdity 
controls the business in its early stages, keeping personal 
hold on every dt‘tail, proud of his ability to keep important 
details ‘ in liis head ’ and to be the working head c)f half a 
dozen departments all in himself ; and under the forc*e 
of liis personality he sees his business d('V(‘lop gradually 
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into a bigger and bigger one, until the goal of a permanent 
success comes in sight. 

Meantime, increased business has added increased re- 
sponsibility ; ten hours a day have grown to fourteen and 
sixteen ; his physique fails to stand the strain ; and in 
the end he is forced to transfer some of his assumed labours 
to others. And the others ? Generally men who have 
never done anything but what they were told ; men with all 
the initiative bullied out of them ; who have never been 
expected or permitted to carry the slightest amount of 
responsibility. Even if one of these cogs m the one-man- 
power machine has still left to himself some spark of 
initiative, it is rarely allowed scope for action.^ For the 
first thing the head of a one-man undertaking relieves 
himself of is detail — the last, responsibility. And often, 
before he finds himself compelled to transfer some of this, 
the mischief has been done, and the business is in a hopeless 
tangle, which has eventually to be unravelled in the bank- 
ruptcy courts. The investigators lay the blame at the doors 
of ‘ bad management,* which is but another phrase for 
inefficient organisation. 

This is the story of hundreds of bankruptcy cg.^s— and 
the cause of millions of lost profits. The \^orking head of 
a business should always be its controlling^force and its 
developing force. In the smallest of businesses these 
two sections of responsibility should absorb all his working 
hours. The man who tries to add to these the labour of 
being part of the working force in addition is expending 
energy and time on other people’s work that he ought to 
be devoting to his own. Many a man works overtime to 
save the cost of a pound-a-week clerk, and misses oppor^ 
tunitics for development that would bring in profits 
amounting to many times that sum. 

Thebnsfs The first and foremost principle a business man should 
o/execu- follow is to divest himself of as much labour and yesponsi- 
. bility for details as he possibly can. He should, in fact,* so 
ejjxtencij whether it is run by three clerks, 

or has three hundred employees, the basic principles of 
its organisation will remain the same. Men 9 re trained 
nowadays with special qualifications for special work. 
Given the opportunity they will amplify these qualifications 
by the use of brain-power and initiative, and make them 
more valuable. 

The man who fails to realise this and insists on doing 
all his own thinking is wasting the most valuable element 
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in business development — ^brains. To get the best out of any 
particular department of a business, somebody must 
specialise on its particular requirements, must study its 
needs, anticipate its wants, and smooth the path of its 
development. No one man can be the specialist of all the 
departments of his business. He can control and direct 
the working of each section so as to secure a harmonious 
whole and specialise in final results, but if he is to get the 
best out of nis executive work he cannot manage depart- 
ments at the same time. As captain of a commercial 
vessel, in fact,*he^annot be chief engineer, chef, and boat- 
swain as well. And, like the captain of a seagoing vessel, 
he must departmentalise, controlling the bridge, while the 
chief cnghiecr controls the engines, the chef the kitchen, 
and the boatswain the crew. 

This principle applies to any manufacturing business, 
from the smallest factory with a clerk and four or five 
workmen to the biggest of manufacturing plants. Re- 
sponsibility should be distributed, through the whole 
organisation. What a man is capable of handling let him 
handle, and hold him responsible whether he is a manager 
in charge of a thousand men, or an office-boy in charge of 
a sweefirng-brush. What a factory executive should be 
concerned^ abr^t is results, not details. Organised methods 
are designed to focus these results at the executive’s desk, 
not once a year, but continuously, so that he can keep 
a watchful eye on the entire work of his business without 
wasting time by personally investigating details. 

The details of each department are the concern of the Bmilis, 
man in charge. The results of the department are the^^^^^®‘^ 
^oncerfi of the executive. If they arc unsatisfactory, 
the' departmental details 'will provide the cause, which can 
then be removed. If they are satisfactory, it is obviously 
waste of time for an executive to spend most of his working 
hours in watching them. 

Never Ihcless, careful control of all details is vitally 
necessary in any^ business. Details provide the main 
results of an efficient organisation, by providing informa- 
tion as to past, present, and future work, and not only 
records of actual working results, but records of the influences 
at work throughout the ousiness, obtained'through the care- 
ful analysis of details, must concentrate at the executive’s 
desk. 

This is one of the main subsidiary principles of efficient 
organisation — so to design the metnods in use that they 
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tell not only current facts, but hidden influences also. 
They must not merely show a certain result, but the 
influences affecting that result. Results in themselves tell 
little ; analysed and compared they tell much. Analysis 
naturally implies sectionalisation, which must commence 
with a close departmentalisation of the business. By 



Thb Wheel of an Efficient Organisation, Complete in Itself and 
THE Embodiment of Strength combined with Efficiency 

separating a business into its main constituent parts, it is 
possible to watch closely the results of each of the sections ; 
and a close separation of the main sections makes it 
possible to analyse the work of each thoroughly and 
eilicicntly, treating each as a separate and distinct unit« 
Diftsert- In big businesses, departments can again be closely 
ifig and dissccted into minor sections, and by this means faults, 
rlnfftifying Josses, waste, and inefficiency can readily be localised 
and discovered. Departmentalisation not only simplifiej^ 














PRIMARY ORGANISATION 145 

the work of management^ but also follows one of the 
principles of organisation — ^the centralisation of vital 
information through distinct channels. It follows out 
in business the ledger principle in book-keeping. Many 
businesses never get past the, day-book stage, where the 
only important fact available is a total. Modern methods 
carry a business into the ledger stage, where details are 
sectionalised and classified. Departmentalisation, in fact, 
means the carrying out of the principles underlying the 
use of the ledger into the ordinary work of the factory. 

A sound business is built like a wheel, having centralised 
control, witn ^ distribution of responsibility through 
heads of departments (the spokes), and, like a wheel, is the 
embodinient of strength combined with efficiency. 

Factory organisation carries its influence into every 
detail of the work of the factory. It goes past the factory 
buildings to the site itself. Choosing a factory is not merely 
a matter of pounds, shillings, and pence. It is the first 
important step in the organisation, and lays the foundation 
for more profits or losses than the inexperienced would 
imagine. Fortunsfte indeed is the manufacturer who has 
the results of a long experience in an efficient organisation 
to wg^ <!jn when he chooses the site. Such an experience 
will pay him big dividends in the future. 

Almofit jflnumerable influences affect the choice of a chooaimi 
site for a manufacturing plant. Main details, such as power, a factory 
light, and labour-supply are generally thought of as the 
main points for consideration after that of cost. They arc 
important, but not the most important. The most important 
point to consider in the selecting of a factory site is the 
big Jburden of every manufacturing business — ^handling 
cost. This applies not merely to the cost of handling goods 
in the course of manufacture, but embraces a wide field 
of expense that only close analysis of the business concerned 
can determine. Important details that affect handling cost 
may be noted, however. The handling cost of the con- 
tractors in the construction of the factory is one of the 
first points to consider. This is important, as an out-of-the- 
way site may entail an enormous amount of cartage that 
will cvci^tually add infinitely more to the construction 
cost than the location would save in site cost. This same 
cause would also influence the handling cost of material 
inward and outward of the factory itself. An extra mile 
of cartage cost is small in itself, but to add an extra mile 
to every load of goods inward and outward over a period 
X K 
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of years represents a burden on production cost that no 
factory can afford. 

''This question of handling cost must also come into the 
consideration of site size, as well as in that of future develop- 
ments. In building a new factory, surrounding laud values 
must be increased owing to the additional population 
the factory brings to the district. An investment in 
additional land, therefore, will often pay in view of possible 
future developments. In a populous district this may 
not be the case, as the estimated increased value may fail 
to pay a p^o&tablc interest on the additional capital 
involved. In a heavily populated district, also, where land 
is costly, a safe minimum of space may be the best to aim 
for. How this is utilised will depend considerably on 
individual reqifirements. Many businesses find it possible 
to enormously reduce handling costs by means of well- 
planned factories of a single story, where production 
can be carried out in a continuous line with a minimum 
of handling expense. Single-story factories, however, 
entail bigger site %reas, and frequently mean a heavier 
construction cost, with a consequent bigger capital invest- 
ment to pay interest on. 

HeiPie^ then, is a matter for the closest consideration suildingi 
on the puri^iase of a site, viz. what type of building will and nu 
show tire most profitable results, regarded from every •dection 
point of view. It is, in fact, not site cost, or construction 
cost, or in fact immediate cost of any kind that needs 
primary consideration, but the important factor of cost 
to run. This necessarily includes interest on the original 
investment, and therefore covers financially both sides 
of the problem. Cost to run, or to operate a factory, covers a 
* great number of details that must be taken into considera- 
tion before a site is selected. Of these, labour, transporta- 
tion, power, transport, light, water, atmospheric conditions, 
rates and taxes are the most prominent. 

Labour is generally the chief detail to be considered. 

The labour problem in site selection has many sides. Labour 
cost varies in different localities, and where low labour 
cost and other advantages of manufacturing in country 
districts outweigh the advantages offered by a town site, 
it must have a great influence in deciding the locality. 

Where skilled labour is employed, however, it is generally 
an advantage to locate where the supply is plentiful, rather 
than be at a disadvantage in this respect. This need not 
necessarily imply a town site, but a district where trans« 
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portation facilities to and from a populous town are efficient, 
or where local conditions are such as to attract a good 
class of employee to the district. An important point that 
is very frequently overlooked is the necessity for making 
sure that the district has either a sufficiency of vacant 
property or that it has room for development. 

A number of factories in the country are at present 
faced with a very serious labour problem, owing to the fact 
that the district has outgrown its living accommodation, 
and its growth as a manufacturing area is stopped by the 
surrounding landowners. Many otherwisss/p ideal localities 
are thus made useless, and careful investigation is often 
necessary in order to discover local conditions of this kind. 
Given suitable residential areas, however, and conaparativc 
nearness to a town, it is frequently posifible to attract 
the best class of productive labour to an outlying district, 
and yet have, at the same time, the town surplus always 
available through railway or tramway connections. 

The iravs* Transportation is also an important problem for con- 
j}ort(ition sidcration in site selection, and in t^is connection it is 
2)to em remember that a railway siding in an outlying 

district compares favourably in point of cost with cost of 
cartage from a town factory to the local goods ya^’d, in 
addition to saving extra handling in the case of truck- 
loads. Occasionally it is possible to secure a fadtory site 
with both rail and canal facilities, and the latter is always 
a big financial consideration worth studying, especially 
when the district is within convenient reach of, and in 
direct communication with, a port. Coal delivered to the 
IDOwcr-house direct by canal affects power cost enormously ; 
the reduced cost of handling building materials nflVcts 
construction cost; and handling cost of heavy goods in 
and out is cut by a percentage that will often pay a small 
dividend. 

Local power and lighting facilities will often affect the 
selection of a factory site, especially in the case of, a small 
business. Both power and lighting cost decrease pro- 
portionately as production increases, and many districts can 
provide power and light for factory use at rates that are in 
themselves an incentive to the small manufaaturer who 
appreciates the premortionately heavy cost of producing 
his own power and fight, or who uses power intermittently 
and must face a serious waste if he maintains a power 
plant that is constantly running. 

When big power plants are operated, and in businesses 
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where a considerable amount of water is used, local water 
cost and facilities have to be taken into serious consideration. 

A great number of firms are making use of artesian wells 
in order to keep water cost at a minimum, and also, in 
some cases, in order to ensure a continuous supply of pure 
water of a certain character. Where a great quantity of }j[ater 
water is used, therefore, consideration should be given coat and 
both to cost and to facilities for obtaining water from 
beneath the site. Atmospheric conditions have also to be 
taken into qpc^nt very frequently in considering a factory tiona ' 
site. 

Certain industries require special atmospheric conditions 
for they product, and in most cases have to add to pro- 
duction cost • by creating these conditions artificially. 
Obviously, therefore, the district which provides these 
conditions naturally for the greatest period of the year 
means, if only to a minor extent, a reduced production 
cost, which in many cases is worth careful consideration. 

For this reason cotton manufacturing has centred round 
the humid district of Lancashire, where the atmosphere 
is more favourable for cotton manufacturing than in any 
othe^ . Josality ; and other industries have been built 
uj) in localities which provided atmospheric or natural 
advantage# which outweighed any aisadvantages the 
district might present in other ways. 

An important feature in facto^ construction, which fiocai 
has never yet received the attention it deserves in this ^xation 
country, is that of local taxation, together with the difficult 
question of local by-laws and regulations. Other countries 
have long since realised that the addition of a factory 
employing a great number of hands adds considerably to 
the value of the town and district, and, in consequence, 
do as much as possible to attract the best class of manu- 
facturing plants to the locality. In Great Britain, local 
taxation is generally high, and there are frequently trouble- 
some regulations to face that affect the value of a factory 
site considerably. 

Coupled with this, again, is the question of transport, 
as it nqit infrequently happens that, other things being 
favourable, bad roads, witn or without restrictive regula- 
tions, provide a likely cause of increased transportation 
cost that has to be carefully considered. Town authorities, 
again, rarely treat manufacturing concerns with any more ^ 
consideration than they would pay to the purchaser of 
an outlying plot of grazing ground. Both are possible 
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ratepayers, but past the assessment of the property the 
authorities rarely po. 

To a town it should always be a matter for careful considera- 
tion what benefits the addition of a few hundred residents 
of a ^ood class would brinpr. and what attractions it can 
afford to get the increase. These additional residents must 
have means of livelihood, which are best provided by 
manufacturing plants. To place restrictions in the way 
of factory construction by the imposition of high taxation, 
and failure to provide good transportation facilities except 
at other people’s expense, is the wrong way to go about 
getting the increase. Some of the biggest towns in the 
United States at the present time owe their rapidodevelop- 
ment to attractions offered to manufactiilers during the 
Modern early stages of their growth. Relief from heavy taxation, 
metlioda provision of good roads, assistance in securing rail and 
dtv^- water connections, guaranteed accommodation for employees, 
meni ^ and municipal influences directed at the securing of efficient 
transportation, telephone, and other faculties, have attracted 
manufacturers from populous districts. These towns have 
realised that it takes more than the selling powers of the 
local estate agent to develop a town. They •'have laid 
themselves out to find what a manufacturer Meds, and to 
offer him the facilities and advantages th^ ai'e most 
attractive to him in order to get the people he brings with 
him. No manufacturer there need want long for a good 
site for a factory, as publicity associations, development 
committees, and business-men mayors in every part of 
the country are always busy seeking manufacturers for their 
vacant sites. • 

In Great Britain the opposite is the case, and not merely ‘ 
the searching, but also the investigation of local facilities 
and expenses is left to the* manufacturer. These facilities 
and expenses, again, are generally of doubtful character. 
No definite guarantee can be obtained that the facilities 
will' be improved, or that the expenses will not increase 
to "■ prohibitive figures in the future. The prospective 
purchaser of a factory site, therefore, needs to give these 
important questions the most careful consideration* Certain 
localities, where business men* control the working of the 
local authority, are beginning to take a wider outlook 
on development problems, and are'' offering facilities or 
assisting developments^ in a smallTway. Suchrdistricts are 
likely to prove better locations than others where no 
attention is paid to these matters. 
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(2) FA^CTORY CONSTRUCTION AND FLOOR- 
* PLANNING 

Dealing the Floor Plan s Future Developments i Power, 

Light, HeaA, and Ventilation : Modern Factory l^es : 

Internal Handling Facilities 

O NCE a site has been secured, the next serious problem 
to face is the designing of the floor plan. This is 
necessary before ever a stone is laid, or a plan drawn 
up. FlooF-planning is the great saver of subsequent 
handling cost,, and the great reducer of cost to operate 
in the fqjtuife. Without the advantage of the records of the 
worlc of another factory, floor-planning has to be carried on 
in the darkf to a great extent, yet there are many main points 
for consideration that can always be followed, even when 
the minor points arc not available for consideration. 

Chief among these is the question of subsequent develop- 
ments. Presumably the factory is going to develop its 
business. If so, there will come a time when additional 
working space will be required. Properly designed, a 
factory should have space to develop its productive depart- 
ments as required, at a minimum of cost. Many factories 
are built in such a way that they have eventually to be 
overcrowded to the flnal limit, when the only way to relieve 
the congestion is to erect a new building at high cost, and 
then broceed to disarrange every section of the organisation 
in oraer to distribute it over the new space available, much 
of which will probably be found useless for some time 
to com^ This entails a heavy capital outlay for a building The 
of which only a part can be used ; it results in disorganisa- 
tion for a considerable period, and a consequent increase 
in working costs ; and it frequently means the removal ^nning 
of the greater part of the machinery to other departments, 
with the result that time is lost and a big bill for removal 
is added to the working expenses^ 
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^ A factory which illustrates many of the points to be con- a modem 
sidered in floor-planning is shown on the opposite page. Here, method of 
design has followed the principle^ of saving future expense, 

Except for the oflice section, it is a single-story building, 
well lighted from the top, and the internal arrangements 
are so planned that handling is reduced to a minimum. 

These departments, in addition, are laid out to connect 
with the stores on the one side, on which side also outside 
departments are arranged conveniently for the depart- 
]nents most concerned, and on the other side cacli depart- 
ment runs to *a l!>lank wall, behind which the firm Mve 
reserved land for developments. The result is that if any 
department gets too overcrowded, and has no space for 
increase iflside tfee present building, cither an extra length 
for the whole factory, or a section for one or more of the 
departments, can be erected outside the factory wall 
without disturbing produclioii in the least, and, outside 
working hours, can be added to the main building by 
removing the dividing-wall after construction is completed. 

In this way only building expense to meet actual require- 
ments need ever, bo faced, and this without the slightest 
disorganisali^orf of the "working organisation. The space 
availalfle* allow^s ample room for the factory to develop to 
over double its original size without the disorganisation 
of any department ; and only after it has reached the 
limit of development on that side need the firm rearrange 
its stores and outside departments. 

The front section is retained for permanent buildings, 
such as ofliees and employees’ accommodation, which arc 
not so much concerned in the increase of output and 
provision of accommodation for the productive depart- 
ments. 

Compared with this, the experience of another factory A costly 
might be noted as an example of the troubles of develop- 
ment when no development had been allowed for in the 
original •scheme. Finding the departments overcrowded, 
and having no additional space available, the owners had 
to purchase at great expense an adjoining plot of ground. 

The factory itself was of a type that could not be enlarged 
without tearing part of it to- pieces, and it was decided 
to divide the business into two sections, transferring one 
to a new building, and redistributing the other through the 
old building. In the middle of the construction work, 
the firm found itself in temporary difliculties, and con- 
struction had to be stopped for fully a year, as they could 
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not afford the necessary capital for the new building, 
which they had planned to meet all possible developments 
for a dozen years ahead, after which they hoped to be 
able to erect an entirely new factory in another district, 
which would be more in accordance with the requirements 
they had discovered through costly experience. 

In factory construction, it always pays to plan for the 
future, and in the planning to always keep m view the 
important questions of expense, capital outlay, and possible 
disorganisation. Where there is a prospect of a^ future 
removal to another factory in the ease &f an existing 
business, a careful and continuous study of the require- 
ments of the business should always be made ; and many 
of the methods described in later chapte][s are invaluable 
for this purpose, particularly those that are specially 
designed for the purpose of ensuring the best possible 
use being made of existing accommodation. The one great 
point to keep in mind in this connection is to provide 
efficient accommodation for the productive departments, 
and always to have space for the development of these 
departments that can be brought into service with the 
least possible amount of disorganisation. * ^ 

Floor-planning must always be based on the Cotirse of 

S roduction, and, given efficiency in other respects}, the best 
esign is that which ensures a minimum of handling of 
product. It is not always desirable so to design production 
that it follows a continuous line. There are many businesses 
where heavy goods are handled in small quantities that 
in practice find it advisable to plan to reduce the total cost 
of handling rather than the cost of handling the standard 
product, and in such cases great care has to be fised if 
the desired result is to be obtained. Generally, however, 
it is found that production can be planned to follow a direct 
course that will minimise handling, and once this has been 
done, space for each department can be reserved and floor 
areas arranged for. * 

An important question that often interferes with planning 
at this point is that of power. Where the power used is 
great, a considerable amount of waste must occur if heavy 
machinery is located at a distance from the fhain drive. 
This question need not arise, of course, where electrical 
power is used ; but where power is to be distributed by 
means of sh^ting, floor-planning must always take into 
consideration the question of waste through long-distance 
driving pf heavy machinery. Occasionally it happens that 
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the power plant will be located near the middle of a factory 
fot this reason ; and such a plan need not in any way 
interfere with the arrangement of a continuous line of 
production if the buildings are properly designed. The 
shortening of the power drive, as well as the avoidance 
of angles and multitudinous countershafts, mean much in 
subsequent saving when given proper attention at the 
time the floor plans are designed ; and when the distance 
is great or when the arrangement of departments militates 
against efficiqjiqjf in this respect, a considerable saving can 
often be effected by the use of motors, either depart- 
mcntally or for each of the heavier machines. 

Providing power is available at a cheap rate, an dec- 
trically operated plant has many advantages not shared 
by the shaft-driven one. Cleanliness is one great advantage ^ 
where electric power is used, and where electric power has 
been part of the original design, as in the case of the factory 
shown at page 145, where the driving motors and shafts 
are underground, pjore light and a greater measure of 
safety can be secured. In addition to this, doctricity 
has a very gyeat advantage where the power required is 
interupittcat, owing to the saving effected when the machines 
are not in use. Where steam is used, the engine has to 
be kept Vunfting during the whole day in order to provide 
intermittent power for the various departments. When 
departmental or individual motors are used, they only 
use power when the machines are in action, and for this 
reason frequently pay to use, even when electrical power 
is high in cost, owing to the great saving in total power cost 
they effect. 

* Lighting, heating, and ventilation are important points 
that need consideration when planning a factory, apart 
from any ideas the architect may have on the subject. 

Each and all of these affect the production at some point 
or oth^r, and must follow for consideration after floor 
space and power have received attention. Requirements 
will vary in different businesses, but in all businesses the 
question of future operating cost must take precedence 
with first «ost. 

An example off'eareful planning before construction is ^ 
shown by the plan on page 156, which illustrates an excel- 
lent/ ventilating, air-purifying, heating, and humidifying 
system whicMwas actually built into the factory of a Swiss system 
underwear firm. All the necessary atmospheric conditions 
demanded by the material handled, and required for the 
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benefit of the employees, have in this case been embodied 
in a single system, which was planned before construction 
commenced. 

All these three vital points not merely affect the effi- 
ciency of the factory, but arc, in addition, vital to the 
employees, and must be regarded from all points of view 
if they are to produce the greatest possible efficiency. 

Factory architects in other countries have gradually Ttflpea of 
developed several distinct types of structures, designed 
to give the greatest possible efficiency in this respect. 

Many of these^ ')|jhcn more than one story, have enormous 
window space compared with the usual type of factory 
building. This principle not only permits more light to 
enter, and reduces lighting bills in the winter months, but 
also permits of^ much wider buildings being built owing 
to tlic more efficient lighting secured in the middle of 
tlie floors both through the greater window space and also 
by means of solid white ceilings which serve as reflectors. 

They thus remove one of the main causes of waste ground, 
by permitting wide ^buildings to be erected where, under 
ordinary conditions, a considerable ground space would 
have to be wj^sted in order to provide light areas, either in 
the f<irwi ^f a single quadrangle or by building wings to 
a narrow main building. Floors built on this principle, 
however,* arJ higher than usual, in order to allow a greater 
area for reflected light. As a consequence they arc better 
ventilated, and where restrictive factory regulations have 
to be met, permit of the fullest possible use being made 
of floor space without passing the legal limits of cubic air 
space allowance frequently fixed for each employee. 

An*)thcr type of building in common use is the single- 
* story structure with the saw-tooth roof. This, although 
of comparatively early design, has been consideralily 
improved during recent years by experienced factory 
architects, and since the adoption of steel and concrete 
for factory buildings, many changes in the general design 
have been made which add considerably to the cffieicney 
of this type of building. 

Factory construction, from an architectural point of 
view, hasf in fact, made enormous strides during the present 
century, and has evolved a literature of its own, in addition 
to receiving more of the attention it deserves from the 
professional and technical journals. It is a subject that 
covers a wide radius, and that cannot be dealt with within 
the compass of a single chapter. An enormous amount 
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of information on the subject, however, is always available 
to the manufacturer who intends building a factory, and 
this information covers innumerable points of interest 
which are of the utmost importance if the association 
of architect and owner is to produce the best results. 

Whether a factory design permits of ehicient routing 
of product or otherwise, it should take into consideration 
the value of mechanical methods of handling. These are 
being i apidly developed, both in the shape of power devices 
and others which arc operated by gravity, and are already 
of almost infinite variety. Mechanical ^rapsporters both 
for outdoor and indoor use help to cut considerably the 
cost of handling, especially when the distance to be covered 
is great, while in big plants the use of overhead cvancs and 
internal truck systtms is already bccoming*gcncral. These 
again are often supplemented by fixed cranes in suitable 
positions which relieve the overhead cranes of much of 
the miscellaneous work, in addition to saving labour at 
machines where heavy materials have to be handled. The 
advantages of mechanical methods wj^ere heavy materials 
are concerned, however, are fairly well understood by 
most manufacturers. , 

It is in the handling of lighter products «th^t^ more 
attention needs to be paid to their value. They are especially 
valuable in factories where light articles are bandied in a 
direct line, and in buildings where production follows a 
definite route, whether on a single level or down through 
several storys. ^In one case a mechanical conveyer is used 
in a biscuit^ factory, and picks up the unlabelled boxes at 
one end ofl.he room, transports them along the labelling 
table and through a drying-room, finally depositing, them 
on the packing tables, iiehind these, again, a gravity* 
conveyer takes them and deposits them direct on to the 
shipping tables ready for picking up by the crane and 
lifting on to the trucks. In this case goods going out 
immediately are handled entirely by mechanical ipethods 
and a great amount of non-productive labour is saved. 

In a big soap factory, where the cart road separates the 
main buildings from the canal, a movable gravity conveyer 
picks up the heavy cases at the packing-room #loor, and 
deposits them into the barges a considerable distance away, 
saving an amount in hancUiiig cost which more than halves 
the cost of the former methods. (^3ee Plate facing page 168.) 

Innumerable instances of this kind could be quoted to 
show the application of labour-saving principles both in 
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the original factory design and also for overcoming dis- 
advantages inseparable from old buildings. It not in- 
frequyently happens, of course, that the line of production 
can be designed downwards in a factory of several storys 
by the use of gravity methods of handling, with an efficiency 
quite as high as could be secured in the more expensive 
single-story building. 

Great care is therefore necessary in analysing the problems 
of handling cost in connection with factory construction or 
purchase. 
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T he positio^M of the executive deparLAicnt in a business 
depends considerably upon its size. In the small 
business, where control centres on a single individual, 
assisted by a few foremen or heads of departments, 
executive control is found in its simplest form. In the big 
plant, however, it may be distribute^ through the organisa- 
tion in a manner dillicult for the outsider to understand. Fre- 
quently, in these big organisations, a member pf the executive 
staff will be found in charge of a section of tlie \ycv’k with 
few or no assistants, and may have infinitely less power 
than a department head who controls huntired^ of men, 
yet has no executive authority. The reason for this is that 
the executive or the executive staff is in charge of merely 
the chief avenues of control over the vital sections of the 
business, and is responsible for the operation of the various 
sections, which may cover one or a dozen departments. 

The distribution of executive control, therefore, depends 
upon the size and character of the business, and no hartl 
and fast rules can be biid down for the arrangement of it. 
Generally speaking, each main section of a business should 
be in charge of some member of the executive staff, which 
may be composed of the directorate, or of the chief, officials 
of the company. The small business would probably have 
a single executive until it reached a point where not merely 
responsibility, but control, had to l)e divided, when one 
or more executive officials would be appoinlied to take 
charge of the individual sections. 

A plan that is finding favour with many of the biggest 
organisations is the appointment of the most efficient 
department heads as directors, with control over sections 
of the business instead of single departments. Centralised 

160 




A <»i 


M.O 





THE EXECUTIVE DEPARTMENTS 161 

control is then maintained through directors* conferences 
and the authority of the managing director. The same 

E lan can easily be followed in the smaller organisation 
y conferences of departmental heads under the control 
of the chief executive, and by this meahs the directing 
power of a business is made more efficient through the 
elimination of friction between the sections. 

Relatively, each member of the executive staff is the 
chief executive of a minor business, for which he is solely 



departmental managers (under executive cpntroi.) 


Showing the Distinction between Ezecittivb Control and Depart* 

MENTAL Be#PONSIBILITY. ExECITTIVB CONTBOL 18 CO>OPBBATIVB, 
AND«LINKS HP THE MaIN SECTIONS OF THE BUSINESS INTO A 

* Single Controlling Authoeity 

and enlire/y responsible. He differs from the depart- 
mental head in that, although the latter is responsible 
for the internal efficiency of his department, he receives 
his instructions from a superior ; while the executive 
controls his section in his own right, though co-operating 
with his co-executives in maintaining the efficiency of the 
entire business, and preventing friction between their 
respective sections. Department heads represent the 
principle of distributed responsibility, while executives 
represent the principle of distributed authority and control. 

Naturally, even the best of executive staffs would be The 
theoretically imperfect without a head, and this position 
Is the work of the managing director. Nominally, the 
managing director is the supreme authority, and controls 
the executive staff in the same way that an executive 
head controls the heads of the departments he is responsible 
for. In practice, however, it is found that there are fixed 
limits past which the individual authority of the managing 
director loses its efficiency as a directing force. Changes 
and developments in any section of a business must influence 
or react on other sections, and no one man can possibly 
1 L 
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follow the course of every change and every development 
to its final results. For this reason the chief executive 
of a business should use his power as an individual sparingly, 
and when dealing with general problems affecting the 
entire organisation should make use of the knowledge of 
the members of the executive staff, who are each affected 
in different ways by any changes made. 

This principle results in the close co-operation of the 
managing director with the members of the executive staff 
in the joint management of the business, and applies with 
equal force to the management of a collejit’on of depart- 
mental heads by each individual executive. In many 
of the biggest organisations in the country the value of 
executive co-operation has been realised to i^s fullest 
extent, and daily conferences take place not merely of 
executives but of department heads, managers, and even 
foremen, so as to maintain an organisation as frictionlcss 
as possible. 

Responsibility is the great developing force behind all 
that is best in a man’s business ability. In the selection 
of men for executive positions, therefore, care should be 
taken to select those who have proved thempelvcs capable 
of carrying responsibility without abusing the tr’^st it 
carries with it. The business man who is himself too great 
a glutton for control creates the worst possible kind of 
executive head. Regarding himself as indispensable, he 
influences others to take the same point of view of their 
position. There is no worse kind of executive head than 
the ‘ indispensable ’ man. He fails to carry out one of 
the first principles that should underlie the development 
of an efficient organisation — the judicious distribution of 
responsibility through the entire working force. Once a 
man gets the feeling that he is indispensable, or that it is 
to his interest to create that impression, he must inevit- 
ably begin to stifle the ambitions of those under him, 
retaining as much control and responsibility as he can 
possibly secure, and preventing others from developing 
into efficient employees by his jealous methods. Such a 
man is useless to any business as an executive, whether 
he be the head of the entire organisation or merely one 
of its employees. 

The ideal executive is the man who appreciates the value 
of the men under him, and who aims to develop them 
for the benefit of the organisation as a whole. Once get 
the selfish spirit into an executive organisation and its 
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entire efficiency is impaired. One prominent manufacturer 
adopted a method of dealing with the ^ indispensable * 
man that deserves wider notice. Having interests abroad* 
he left his business in charge of his chief executives. These 
men developed the * indispensable ’ trait during his absence* 
and on his return he found the business being operated 
entirely on the opinions of three individuals* who were 
retaining a monopolistic control over every detail. He 
thought much, and investigated more* but said nothing. 

Soon after his return the business was registered as AAUaaon 
company* and the three individuals began to pride them- 
selves on being certain directors in the near future. These 
individuals he took one at a time into his private office* 
taking care that until the interviews were over they did 
not come in cofitact with each other. The first question 
he asked was whether they knew of any employee capable 
of taking over their duties. The answer in each case was 
in the negative. Following this came a surprise* for to 
each one he said : 

* I have been considering the appointment of three of 
my employees as directors to act as executive heads. Since 
there is no one capable of undertaking the responsibility 
for tlK •details of your department* it would obviously 
be unwise to remove you from your present position* and 
I shall fherSfore look elsewhere for a suitable person. 
Probably* at some future date, you* may have found it 
possible to develop some capable assistants who can under- 
take your duties* in which case 1 shall be pleased to give 
the matter further consideration. In the meantime* you 
will remain in your present position* subject to the authority 
of the director who is appointed to control your section 
of the business.’ 

No more thorough lesson in the duties and responsi- 
bilities of an executive position could have been given to 
men than this. Of the three* one resigned. The remaining 
two wens allowed to remain sub-heads for some time* but 
later were promoted to executive positions without a 
position on tne directorate. In this way they were taught 
the vital necessity of utilising every ounce of brain-power 
in the business* and the greater control and efficiency 
gained by the proper distribution of responsibility. Each 
in turn qualified for the directorate* but their folly kept 
them out of the coveted positions on the board for a 
considerable time. 

A man must have many qualifications before he is capable 
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of handling an executive position. First and foremost, QuoZi/Ste- 
he should have a thorough knowledge of the buwsincss. At*onso/an 
man who has grown up in an elHcient organisation an^ execwhvt 
who knows all its intricacies is of far greater value to 
a business than the man who is imported from outside. 

The outsider is valuable only when a business has failed 
to carry out the principles of efficient organisation, and 
needs thorough reorganisation. In such a case an outsider 
who has the requisite qualifications, and who has had 
a wide experience in organisation, will often provide the 
basis for devedopment on lines of greater efficiency, and 
will thus be of incalculable value to a weak organisation. 

Self-reliance, judgment, initiative, and ability to carry 
responsibility are the main qualifications of a good executive. 

Each and all c® these can be developed in employees, 
and in a well-organised business, where the right kind 
of executives arc in control, these qualities arc naturally 
developed in every employee from the office boy up. In 
fact the best businesses are those which develop their 
own executives, and iiever need to bring in outside assist- 
ance in building up their organisation. Few, however, 
have succeeded in doing this under the older methods of 
managemeift, and until the principles of efficient organisa- 
tion become more widely adopted, businesses will need 
to import tfle experienced executive in order to assist 
their development. The choice of h suitable man will 
then depend upon the knowledge of the chief executive, 
and the wider his knowledge of the basic principles of 
organisation is, the more likely is he to select the right man 
for the position. 

A close division of responsibility should always be made Division 
m the executive department of a business. This entails ofrespon- 
a close departmentalisation of the business as a whole. 

In many businesses it is no uncommon thing to find two 
or three executives interfering with the work of a single 
department or individual. This is bad organisation. 
Responsibility should follow clearly defined lines, and 
should not overlap. At first sight this may seem an 
almost impossible condition to many businesses, where more 
than one executive department is concerned in the work 
of some section of the business. If properly analysed, 
however, the problem will be found easy of solution. The 
first point to consider is the fixing of responsibility, and 
the arranging of direct lines of control. These may overlap 
in theory, but need not do so in practice. 
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It will, in fact, generally be found that although more 
than one section is concerned in the work of a department, 
each is concerned with merely some portion of the work 
that links up with the work of its own section. The depart- 
ment itself will range itself naturally as a part of some 
distinct section which will control its working, leaving 
the other sections to influence the portions of the work 
in which they are concerned, either thrcFugh the department 
head or direct by means of reports. It should always be 
the aim of the designer of an executive organisation to 
prevent the overlapping of responsibility raC every point, 
and the first important aid to this end is the careful depart- 
mentalisation of the business. 
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T he selection of department heads is quite as import- SeUctin{ 
ant as the selection of executives, and the same quali- depart- 
fications are necessary in a minor form for these as for 
the higher positions. In fact iu a properly organised ^ 
business each set of clppartment heads should be a minor form 
of executive organisation, and should be the source from 
which the executive staff is recruited. Consequently, it is of 
the gge{|.teit importance to see that they have qualifications 
that not only fit them foe their position, but that will in 
the futifre Mfelp to qualify them for higher positions in the 
business. They should be impressed with the necessity 
for qualifying themselves for the position above them ; 
as well as with the equally important necessity for training 
their subordinates so that they will be able to take added 
responsibility in their turn. 

It .-should rarely be necessary in any business to import 
*a department head from outside the organisation. In 
special cases, where a man is needed for new technical 
developments with which the ordinary employees are 
unfamiliar, such a course may be justifiable. For the 
ordinary work of any business, however, it should be able 
to find its subordinate officials among its own employees. 

New blood may be a vital necessity in the executive depart- 
ment, but new blood in the subordinate departments is 
likely to jprove cither no more efficient than the old blood, 
or will, on the other hand, create such radical differences 
in methods that it will disorganise instead of reorganising. 

A safe principle to follow in handling a working organisa- 
tion is to have all changes made from the top — that is, 
to change the controlling force if necessary, but to disturb 
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the remainder of the organisation as - little as possible 
by the importation of entirely new blood. A complete 
organisation is a delicately balanced machine, and every 
part must work in harmony if it is to be efficient. To 
import new methods and new ideas into a single section, 
irrespective of the requirements of the organisation as a 
whole, is to upset its equilibrium. For that reason, an old 
organisation that has had little internal change will often 
be found to be a better working machine, though probably 
sluggish in its action, than a newer organisation that is 
merely efficient in places. Only when th^ most perfect 
methods of control are in force, and where a man isT bringing 
in new technical knowledge, or some special ability that 
can be made subservient to the general organisationfthrough 
the power of the executive department, should the appoint- 
ment of a responsible department head imported from 
outside be regarded as justifiable in an existing organisation. 

In such cases, of course, a man may help to impart new 
life to a decaying department through his superior know- 
ledge and experience, providing he has afi efficient executive 
above him. Inefficiency in the departments, however, 
generally implies inefficiency in the executive, and when 
such is the case the remedy is obviously a change m the 
executive for the benefit of the .section as a whole, rather 
than a change in the head of a single departnient,' as the 
influence of the executive may nullify any seeming advantage 
the minor change might bring. 

Creating An important advantage secured through the proper 
channda organisation of the executive department is the complete 
of tnfor- and efficient knowledge it provides for the consideration of 
the central authority of the business, through the disf^inct 
channels of information it creates. Keenness of com- 
petition makes business development and the operation 
of businesses more and more difficult, and the modern 
factory proprietor finds little time to devote to the details 
of production. The constant necessity for business fore- 
sight, the development of the business, and the difficult* 
problems of finance need his attention almost constantly ; 
and only by neglecting these important factors in manu- 
facturing success can he find time to be constantly rvatching 
the wheels of the production machine behind him. Through 
the aid of an efficient internal organisation, however, he 
is able to keep an eye on the details of production without 
the necessity for devoting much time or attention to its 
operation. 
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;;l^jSy$tematic management; by^ concentrating information 
ii^arding important details, at the executive’s desk in a **”•<*• 
ootnprehensive Iprm, forms the basis of a most eflScient 
extra business sense — executive ‘ hindsight.’ Depart- 
mentalisation provides efficient links of detailed control, 
and through these the executive is able to receive daily 
reports of every section of the business. These reports, 
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planned so as to review the entire organisation, keep him 
in touch with the entire details of its working, and by 
com 2 )£y:ison and analysis he can check results in a manner 
fliat no amount of personal investigation would enable 
him to follow. This relief from the constant strain of 
Ijcrsonal attention to the working details of the factory 
enables him to devote more attention to the important 
question^ of finance and development, and through the 
centralisation of control he is able to direct his entire 
undertaking harmoniously and to the best advantage. 

So many details enter into the operation of a big 
factory, however, that even with the advantage of con- 
centrated reports and ready analysed financial statements, 
the chief executive is likely to find the work of investiga- 
tion somewhat tedious. In the bigger businesses the head 
may find it necessary to be frequently absent from the 
factory, and in any case is likely to have little time to 
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devote to the working details of production. He reaches 
the point, in fact, where he has rid himself of the control 
of all details, and can only concern himself with policies 
and results. 

This condition of affairs has led to the introduction of 
simpler methods of recording the details of production, 
which save the time of the executive while permitting him 
to keep in close touch with the work in progress. The 
earliest attempts in this direction took the form of charts, 
where zigzagging lines, often crossing each other, repre- 
sented the upward and downward course some section 
of the reports. These simple charts still prove exceedingly 
clHcient for many purposes, and are not likely to lose 
their popularity for the purpose of simple records.* 

From these oiiginal chart methods, however, improved 
forms of chart records were developed. Instead of simple 
black lines to represent the course of a set of figures, lines 
of different colours were used on the same chart, thus 
enabling several sets of comparative figures to be recorded 
on a single form, where their relatioi^ to each other could 
be seen at a glance. Further developments took place 
in chart forms that enabled an entire analysis of a set of 
figures to be recorded on one chart, showing iiot# wierely 
the relation of each section with the others, but also the 
comparisons with previous results day by day *or week 
by week. In addition to these, chart forms have been 
introduced for different purposes that literally cover the 
entire range of business control and management, and that 
make it possible for an executive to review his entire 
organisation day by day by merely glancing at the various 
chart records on the walls. 

The application of various systems of this kind to th^ 
requirements of a manufacturing organisation will be 
dealt with in a later chapter. 

The linking up of an organisation as a complete whole 
must be carried out through the executive departments. 
Unless these work in mutual co-operation with each other 
chaos is bound to result, owing to the operation of conflict- 
ing methods and opinions throughout the business. Each 
section as well as each department of the business has 
its own special problem and requirements, and it not 
infrequently happens that satisfaction can only be given 
to one at the expense of the others, or that the introduc- 
tion of a method of advantage to one section will have 
an adverse influence on the others. Mutual co-operation 
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between executives is therefore essential to the well-being 
of any organisation, and this is best achieved through 
£he medium of frequent conferences, at which the entire 
work of the organisation is brought under review. These 
conferences, while termed * executive ’ conferences, should 
in reality be meetings of all officials who exercise any 
direct control over sections of the work. 

The departmental heads of each section may also have Ex^uiivt 
their conferences, presided over by their own executive, • 

who will act as the representative of the section at 
the executive-’ meeting. The main conference, however, 
should not be limited to the board of directors, or the /erencM 
executive staff, but should cover the entire controlling 
force of* the factory. The cashier, for instance, may 
be under no minor executive official, but be responsible 
solely to the managing director. In such case he is literally 
on the same footing as a member of the executive stan 
in that he has control of a section. He is, therefore, entitled 
to be brought into the conferences of the executive staff, 
since he has no representative there but the chairmaA, who 
is in the same sense the representative of the entire meeting. 

At such coAferences, each official should be prepared to 
bring »forWhrd the requirements of his own section after 
the general business of the organisation has been dealt 
with, in the case of important changes which are to be 
proposed, it is always an advantage* to have them listed 
on an agenda beforehand, so that the other members of 
the conference may study them and investigate the possible 
results of their operation in their own department. Changes 
suggested at meetings of this kind are frequently discussed 
jn a preliminary manner first in order to get the main 

J oints of the subject thrashed out, after which a final 
ecision is postponed to a later meeting in order to leave 
time for further investigation. In this way only such 
changes as are proved to be for the good of the entire 
organisation are approved, and friction between the depart- 
ments is obviated. 

From the work of the executive meetings the chief 
executive learns much about the organisation that would 
not ordin^ily come before his notice. He gains a know- 
ledge of every section of the business, and is able to apply 
that knowledge to the best advantage in his management. 

Where the best men are employed as executives, men 
who have the interests of their sections at heart, these meet- 
ings are far from being frictionless. This is not necessarily 
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a bad sign. It generally means that the men are fight- 
ing for their departments for some very good reason, 
and when the matter has been finally settled the result 
is often more satisfactory than it would have been with 
a less active set of men in power. Executive meetings 
are the one and only place in a manufacturing organisation 
where friction should have any place at all. Concentrated 
there, it can be overcome. Distributed through the 
organisation it may work incalculable harm. The executive 
meeting is therefore something more than a harmoniser 
of methods and the connecting-link of the •organisation. 
It is the safety-valve of the business ; and this one fact 
alone should justify its more general use. 



CHAPTER VI 


THE LABOUR PROBLEM 

(1) MANNING A FACTORY 

‘ • 

Manning a Factory : Personality in Handling Men : Selecting 
the Employee : Weeding out the Inefficients : Labour Unions 

L abour is the chief material used in a manufacturing The im- 
business. Frequently it will be found to exceed in 
total cost the entire material and expenses of the^-'^®®**'’ 
factory. Yet, in spite of this fact, it generally receives 
far less attention than the minor purchases. Men who will 
haggle and bargain«for days in order to cut a farthing a 
pound off the price of some raw material, or wait months 
for a favounable time to purchase, or who maintain an 
orga^isKitie>n solely for the purpose of testing and ensuring 
the quality of their purchases of material, will often leave 
the lab&ur ^^roblem to take care of itself, taking men on 
trust, leaving the engagement of employees to the minor 
oliicials, or trusting to the personal contact of foremen 
and men to weed out the ineflicients. 

Men provide an infinitely greater problem to handle than 
material. *A ton of coal, a roll of copper wire, or any of 
the material used in manufacturing, can be subjected to 
* chemical analysis or other test, and proved against sample. 

Men arc subject to none of these tests. Every one is 
different ; each has his own individuality ; and the only 
test that can be applied is the individual test to each one. 

From tthe results of bad material the manufacturer has 
generally some means of redress; from the results of in- 
efficient labour he has little, if any, and has to face the 
loss himself. All this, therefore, points to the necessity 
for exceptional care in the selection and employment of 
labour. 

After construction and the planning of an efficient 
controlling force, the selection of suitable employees is 
the primary consideration. Just as infinite care must be 
used in the selection of executive and department heads, 
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so also must infinite care be used in selecting the working 
force of the factory. 

Manning The labour problem as applied to the manning of a 
a factory factory has manj^ sides. Technical ability must always 
count for much in the selection of men, of course, but there 
are many qualifications not covered by that term that need 
consideration. Technical ability is only of the greatest 
value when properly applied, and while a foreman may 
be able to judge a man’s ability to do certain work, it 
rarely happens that he has also the intuitive knowledge 
necessary to judge a man from other and equally necessary 
standards. A man’s efficiency as a workman is always 
influenced to an enormous extent by his personality and 
his training, yet it is rarely that an employer takes 
these into accouilt when engaging an enlployee for fac- 
tory work. 

To many employers a workman has no personality. 
Given physical strength, the requisite amount of technical 
knowledge, and ability to follow the instructions given 
him, he possesses the necessary qualifications to act as 
an expressionless cog in the wheel of production, which is 
generally as much as is asked of him. Under fiuch a system 
a man’s ability is starved and nullified. He becosngs not 
merely a mechanic, but mechanical. The best side of his 
character being prevented from having play, Sie flaturally 
develops his worst side. He becomes mulish, gives nothing 
for his wages but what they call for, and not even that 
if he can avoid it with safety. Such men are not workmen, 
but labourers — and have to be handled like labourers, 
in gangs, with only the spur of possible discharge to stimulate 
their efforts. « 

A badly organised business develops such men as a* 
natural consequence of its inefficient organisation. When 
the principles of efficiency rule at the top, however, they 
should be able to permeate the whole organisation down 
to the bottom. The care that is used in the selection of 
executives, therefore, should be used in the selection of 
workmen ; and in both cases something more than mere 
technical ability should be considered before they are 
appointed. t 

Attracting An efficient organisation makes use of its entire brain- 
ike heat power, not merely in the upper sections, but throughout 
eUua o/ entire business. This necessitates the selection of 

employees who are something more than capable work- 
men. It entails careful selection of men, not mechanics; 
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and the best organised business is the one that can always 
fill up the gaps in its organisation from among its own 
sthff — ^where the capable mechanic can rise through a 
foremanship to the management of a department, and 
where the secretary’s desk is always a possible goal to the 
efficient office boy. Such a business invites the employees 
to give of their best, and to aim at the better positions 
above them. 

But the possibilities it offers will only be appreciated 
by the best class of men, and these should always be selected 
because of their qualifications, not merely to fit the job they 
are wanted for, but to fit the organisation and its principles. 

From such men a firm can always recruit its working force. 

It therefoK wastes no time in training doubtful men, but lets 
in its necessary Supply at the bottom, where a temporary 
inefficiency will do the least possible harm. 

Big organisations, however, must at times import men Sdecting 
for the higher places, not necessarily because of failure 
to develop their own employees, but owing to developments 3^^ 
or changes which lea^ gaps that must be filled from out- 
side. This entails the provision of methods that will 
ensure the most careful selection being made. Close in- 
vestigf:4ii>n ^f an applicant’s record is always necessary, 
but, in addition to this, the«personal interview must always 
be the final ^urce of information. Technical ability may 
be proved through the record of the aj^plicant, though it is 
often the best policy to allow his prospective foreman or 
department head to interview him with a view to a verifica- 
tion of his ability in this respect. By the use of carefully 

E lanned lists of questions, much detail of importance can 
e secured regarding applicants before any interview 
tSkes place. When this has been supplemented by the 
report of the foreman, the prospective employee should be 
seen by some executive or specially appointed official who 
has the necessary qualifications and personality for dealing 
with applicants. 

Every business can make use of the services of some 
kind of an employment department, however small. In 
the bigger plants this would be a permanent department, 
concerned aiolely in the maintenance of an efficient staff, 
and, in addition to the engaging of employees, would also 
keep in touch with all the employees in the business, both 
by means of special records and personal contact, so as 
to be able to recommend the best men for the higher 
positions, as well as to review any man’s record when he 
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required an increased salary. In this way it could provide 
detailed figures and records to set against a man’s request 
or an executive’s recommendation, and a man’s efficiency 
could thus be judged from every point. 

In smaller businesses a permanent employment depart- 
ment could not be maintained for such a purpose, and it 
therefore devolves on some individual to take charge of 
appointments when any are contemplated. One or more 
useful records can be arranged that will provide all the 
necessary information to enable this official to carry out 
his extra duties efficiently. Records of* 4his kind serve 
two distinct pu^oses. They help to locate the best men, 
and they provide the best means of weeding out the 
ineflicients. An inefficient workman is a constant drain on 
a factory’s resources. Failing to give his^ best, he is filling 
a job that a better man would make more profitable. The 
influence of an inefficient workman, again, is not confined 
to his own bench or machine. It affects those who work 
with him, and his inefficiency is likely at any time to result 
in faulty workmanship that will disorganise the work of 
a department. The difference between inefliciency and 
efficiency, whether in a single workman or in an entire 
organisation, is the difference between profit aid loss ; 
and for this reason methods that help to weed out in- 
efficiency at any point are profitable in the ehd. 

Time-keeping, i&spection, and wage records provide 
many important facts regarding men that are invaluable 
in maintaining efficiency in the working force, and these 
can readily be analysed and posted to separate records 
for reference as required. Personal contact, however, is 
the only method of investigating the personality oi a man, 
and of discovering the valuable characteristics that, with 
careful development, will prove the most valuable to the 
organisation. 

Few men possess these qualifications, and the most 
on cwptoy- careful selection should always be made from among the 
executive staff in order to select a man who is in every 
way fitted for the position of interviewer. Generally the 
men who are the best workmen, and who have had the 
longest record of efficient workmanship, arc but poor sales- 
men of their ability, and to an impressionable man would make 
but a poor show. The inefficient, who is constantly changing 
jobs, gets an experience of personal salesmanship that he often 
uses to advantage where there is no efficient employment 
manager to investigate the character of the applieanto 
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The interviewer of applicants, therefore, needs to be 
an expert judge of character, and a man capable of learning 
as much as possible from a brief interview. His report 
on an applicant should carry more weight than any otner, 
since it is his duty to select men for the benefit of the 
business as a whole rather than on account of a single 
qualification. According to conditions and his standing 
in the business, the employment manager may or may not 
be the final controlling force over the employment depart- 
ment. Usually, he is merely the interviewer and the 
reviewer of thc^ reports from other sources, being respon- 
sible for all investigations as well as for securing and 
verifying references. When his information on a man is 
completep he can either send it with his own personal 
opinion to the Executive in charge or can prepare a special 
report of his own, on which the executive will base his 
decision, this report being kept as the permanent ‘office 
record, while the miscellaneous detail is retained by the 
epmloyment department. 

' Every man who applies for a job in a business is running Dealing 
a business of his own. He has something to sell and is mih the 
looking for a buyer. The best men are generally as careful proactive 
in the«aeleetion of prospective buyers of their ability as 
the manufacturer himself is in the selection of customers ; 
and once a fftm gets a bad record as an employer, it stands 
little chance of getting the best and most efficieht class 
of employee. What a workman is looking for is not merely 
wages, but good working conditions, and the firm that 
treats its employees honestly and fairly, and that shows 
an appreciation of their efforts, is the one that is likely 
to hacre the best class of men waiting for a job. Given 
Satisfactory conditions of labour, the workman will sell 
his skill to the highest bidder, though in doing this he does 
not necessarily sell his highest efficiency. 

Workmen differ in character and quality at every point, 
no two» having exactly the same efficiency in action. 

Pressure from trade unions having fixed minimum wages 
in most trades, employers are generally careful to select 
only such workmen as are capable of earning the standard 
or mimmum rate payable. The standardising of wages, 
however, does not standardise efficiency. In. effect it is 
more likely to have a tendency to lower efficiency, and if 
introduced into a business where men had previously been 
paid on the basis of efficiency, would uodoubtedly have that 
effect. 
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Given a batch of men paid the same standard wage for 
similar work, conditions must inevitably be created which 
will have an adverse effect on efficiency. The most efficient 
men will naturally reduce their output to accord more with 
that of the less efficient, so as not to show too great a diffe- 
rence, even if they do not take advantage of the opportunity 
to reduce it for more selfish reasons. The standard of 
efficiency thus gets lowered to the level of the least efficient 
instead of being maintained at a high point. 

Another disadvantage of this method of paying labour 
is the demoralising effect it has on timekecfing principles. 
Piece-work labour is in nearly every case highly specialised 
labour ; that is, not merely skilled, but skilled labour 
applied solely to a single operation or class^of wofk, with a 
consequent greater efficiency than the ordinary type of 
skilled labour which is spread over an entire trade. Such 
labour increases in value as it accumulates experience 
and skill in its individual operatioi\, owing to the fact that 
high efficiency in the employee means a low expense ratio 
in the final cost. The best class of piace-workers are there- 
fore of great value to the manufacturer. The difficulty 
is to get the best class of this kind of laboui* to maintain 
its efficiency under piece-work rates. Not bein^ paid 
by time, the loss of an hour, or a day, makes little difference 
to a good piece-worker, especially if he or she can earn 
a good we^’s wageS without much effort. As a conse- 
quence there is always a natural tendency for this class 
of employee to develop bad timekeeping qualities, which 
not only tend to disorganise the internal working of the 
factory, but also to increase the expense ratio all round. 

Variations of the piece-work metnod of payment, as such, 
have been introduced from time to time, with a view to 
minimising many of the disadvantages of the system. 
Where these have been designed specially to meet the 

J )articular requirements of individual factories, they have 
requently proved fairly successful. It may be taken as a 
general fact, however, that none of these special adaptations 
of purely piece-work methods of paying labour have any 
wide field of applicability in dealing with manufacturing 
as a whole, as they are one and all subject to 4infitations 
in one way or another ; and none really eliminate the whole 
of the worst features of the piece-work system. 

The standardisation of men and wages, again, drives 
them together into gangs or semi-mutual associations 
which present a united front against the employer. For 
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this reason employers themselves are largely to blame 
|or the rapid development of trade unions 4 s opposing 
forces. By endeavouring to standardise the Workman 
and his wages, so as to make him a low-priced production, 
unit» without consideration of his personality or his* 
cHiciency value, they have driven him into gangs which have 
naturally developed into associations for mutual interests. 
These again, by mere pressure of numbers and accumu- 
lated power, have forced the better class of men into line 
with them, and the whole range of workmen’s efficiency 
has suffered ifi Consequence. Thus the least praiseworthy 
phase of trade unionism has been created and fostered. 

Against the principles of trade unionism generally 
the majority qf employers have little objection. Many 
even favour them, and assist in their promotion. Every 
employer, however, objects to any outside influence that 
will in any way reduce the internal efficiency of his factory; 
and methods of all kinds have been tried With a view to 
increasing the efficiency of the workman in spite of trade 
union restrictions. fThus have come into being various 
forms of wage-paying, and methods designed to stimulate 
the interest df the employee in the business in which he 
is cmiJldyefl. 



CHAPTER Vn 


THE LABOUR PROBLEM 
(2) WAGES SYSTEMS * • 

Time Payment : Piece-work : Premium Systems : The Halsey 
System : Tlie Rowan System : Efficiency Systemn 

W AGES systems are numerous, but generally range 
themselves into three or four distinct classes. The 
oldest, and still the most general method of paying 
labour, is by a fixed sum for a definite period of 
time. This method has its advantages^ in many businesses, 
and under certain prescribed conditions proves satisfactory. 
It is the method generally adopted for the payment of 
executives and men who have merely a generaf v^lue rather 
than a distinct and definable value for every detail bt work 
they handle. It serves also in 6ases where a man^ labour 
is of a fixed and de^nable quantity, as in the case of a 
watchman or an engine-minder, whose work is prescribed 
by conditions which vary little if at all. 

In actual manufacturing, cost of production must be the 
predominant factor for consideration, inasmuch as any 
increase of production cost must necessarily come out of 
profits. Into production cost, labour enters generally ar 
its biggest component part, and the aim of the manufacturer 
is therefore to keep laoour cost within fixed limits, and to 
reduce it wherever possible so as to lower the production 
cost generally. 

When productive labour is paid under a daily or weekly 
rate, however, production cost is a variable quantity, 
dependent on the honesty and efficiency of the workmen 
and the character of the supervision they receive. ^ When 
manufacturers had low labour costs and wide pro^t margins, 
this fluctuation of production cost created by time-rate 
payment affected them but little. But to-day, with com- 
petition on the one hand, reducing selling price and cutting 
profits, and on the other hand the power of the trade 
unions enforcing a standard wage rate, the modern manu- 
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facturer has to look elsewhere for methods of reducing 
production cost than to wage reduction. 

The only way he can do this, since he cannot reduce 
wages, is to reduce the rate of wages per job, by the increase 
of efficiency on the part of the workman. This entails 
the provision of some method that will induce the workman 
to increase his efforts. Increased production, without 
consequent increase in expenses, will reduce production 
cost by reducing the expense ratio per piece handled. 
Consequently, the manufacturer can afford to offer finan- 
cial inducec^^ts to the employee to increase his pro- 
duction, since by doing so he effects a saving on the cost 
ratio. 

This jact has led to the introduction of several distinct Favli$ 
methods of jftiyment. The earliest attempt to overcome of piece- 
the disadvantages of the time-rate system was the intro- 
duction of piece-work rates. This had advantages from ^ 
the manufacturer’s point of view, since it fixed a standard 
wage cost per piece, and paid the employee solely on the 
basis of efficiency. # The weakness of this system, however, 
is that however carefully rates are figured there must 
eventually come a time when they have to be reduced. 
Carqfi^l aittention to the details of production will, in any 
business, produce improyed methods which save time or 
material cdfet. A new tool or machine, improved handling 
methods, material that helps to reduce time and labour 
on certain processes — these and many other changes may 
be introduced that will save time and labour. If one 
manufacturer does not discover them, another will ; the 
one who reduces his production costs can afford to 
reduce his selling price ; and eventually competition 
' forces selling prices down all round, thus compelling the 
other manufacturers to find some further means of re- 
ducing cost. 

To the average workman these finer details of cost 
reduction have little interest. He sees in a reduced piece- 
work rate, not a more equitable adjustment of prices to 
accord with improved methods of manufacture, but a 
penalty for extra efficiency on his part, imposed because 
he has increased his earnings to too high a point. Piece- 
workers generally, therefore, fix a safe margin of in- 
crease on their normal time-work earnings, beyond which 
they think it unsafe to go. This increase may be any- 
thing from 10 to 20 per cent., and no matter what pro- 
duction improvements arc introduced, it will generally 
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be found that the piece-workers maintain their normal 
earnings at the same level as before. In this way the 
whole aim of the manufacturer in his effort to reduce 
production costs is frustrated.* When the most careful 
attention is not paid to piece-work details it frequently 
happens that production facilities increase, while piece- 
work rates and earnings are maintained at the same level 
' as before. 

A big labour dispute, fought on tl|e question of an 
average of nearly 25 per cent, reduction in piece-work 
rates, came to a sudden end owing to thf fact that the 
employers were able to prove that unskilled labour, under 
the new conditions, was able to earn more than the skilled 
piece-workers had been earning ; and that thei strikers 
had been dcliberiitcly reducing output all l*ound in order 
to keep their earnings at a safe figure. The dispute and 
the loss on production that had taken place cost the 
firm their dividend for the year, and left a loss in addition 
— an exceptionally severe lesson in the ‘ advantages ’ of 
piece-work payments. § 

What was probably the next development in wage- 
paying methods came with the wide publicity given to 
the system advocated by Mr. Halsey, an American eng^'ncer, 
under the name of the * preipium ’ system. ]^emium 
systems of different kinds have probably exfeted during 
the whole history of r time-rate wages ; but Mr. Halsey 
introduced a premium plan, which was specially designed 
to eliminate both the disadvantages of the time-rate system 
and the piece-work system as well. Briefly, the system 
was based on the principle of allowing the workman a 
definite time-rate wage, and, by fixing a time bask for 
each operation, allowing him also a proportion of the value* 
of the time saved on each job. Thus, a workman ordinarily 

E aid sixpence an hour for a fifty-hour week would always 
e certain of getting his full 25s. so long as he put in the 
full number of hours. 

Supposing he was in charge of a machine by means of 
which he could ordinarily turn out ten pieces per week, 
this would make the normal time per piece five hours, 
which at sixpence an hour would make a labour eost of 
2s. 6d. If he reduced the time for the operation to four 
hours, the time saved, viz. one hour at sixpence, would be 
divided between him and the employer, a general basis 
for division being one-third to the workman and two-thirds 
to the employer, though in some cases an equal distribu- 
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tion was made.* The result of this was to increase the wage 
rate with the increase in efficiency, and reduce production 
'cost at the same time, not only by reducing the labour 
cost per piece, but by reducing the expense ratio at the 
same time. 

In many factories a system of expense distribution is 
used which distributes the entire departmental expense 
over the time each machine is in operation, a ma^ne- 
hour rate of expenses being added to labour cost to ensure 
expenses being ptpperly* charged in the cost. This will 
be dealt with in a later chapter, and is referred to here 
merely in ordef to provide an illustration of the combined 
labour and expense cost saving effected under premium 
methods^ of working. As an example, a machine bearing 
an expense rat# of 8d. per hour will oe taken in conjunction 
with the labour example already referred to. The result 
will be as shown on page 184. 

Thus, every hour’s reduction in production time raises 
the workman’s rate per hour, and at the same time reduces 
the piece cost by ^ shilling. The problem of eventual 
rate reduction enters into the operation of the premium 
system, however,* just as it does into the operation of the 
piece-^ork system, though in a somewhat different manner. 
Under a piece-work rate, the workman gets the whole of 
the saving son labour co^t he makes, while under the 
premium system he only gets a portion, the employer 
sharing with him the benefit of the labour cost reduction. 

The identical difficulty of effectually carding out reduc- 
tions in rates appears in the same way in both systems. 

To some extent this can be removed, though not always 
with^complete success. 

• A system which balances premium rates so as to auto- The 
matically, prevent the payment of any excessive rate, yet -Bouton 
at the same time allows the iirorkman the full benefit of any 
savings he effects up to a certain point, is one that is in 
use in, many Scoten factories. This system — ^the Rowan 
system — ^generally carries a definite guarantee that no rate- 
cutting will be done, and this guarantee is made possible 
by the fact that once the workman passes the point where 
premiumg reach a normal time-reduction, the rate auto- 
matically reduces itsdf. 

Under this system the premium bears the same relation 

Under the original plan the saving was halved, but this was found to be, 
in" some cases^ an unsatisfactory division, and many firms subsequently 
reduced the allowance to the employee. 
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The Ptemium Systefii in operation, showig the decrease of cost per piece simultaneously 
^ ^th an increase in the rate of labour 
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to the ordinary wages due for the time taken to complete 
{in operation as the time saved bears to the time allowed. 
This results in a somewhat higher rate than the Halsey 
system gives (under equal division of time saved) up to the 
point when 50 per cent, has been saved, when the two rates , 
are the same. Past that the Halsey premium keeps on 
increasing, but the Rowan premium begins to decrease, 
while maintaining at the same time a gradual increase in 
the per hour rate of wages. This can easily be seen from 
the following table showing the rates on a job where the time 
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allowed is ten hours. The simplest method of figuring 
premiums under the Rowan system is to multiply the time 
taken, time saved, and rate per hour together, dividing the 
result by the time allowed. Thus, in the five-hour job in 
the table the figures can be arrived at as follows : 

5x5xl = 25-rlO = 2J 

The premium ( 25 . 6d.) thus bears the same relation to the 
ordinary wages due for the time taken (55.), as the time 
saved (five hours) docs to the time allowed (ten hours). In 
each case it is one-half. 

The operation of the premium system in the biggest 
manufacturing plants has necessarily led to the creation metho^ 
of special • departments to take care of the pricing 
other details concerned. In these, many developments 
have taken place. It was found, for instance, that by 
fixing a rate too finely, the workman was penalised for any 
imperfections in the material he had to work. Thus, one 
workman may be fortunate and manage well with an 
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alloivancc of half an hour a day for tool-sharpening or 
some similar necessary operation. Another, by striking a 
difficult batch of material, may need to take fmly an hour 
or an hour and a half to keep his tools in order. Allowances 
made for such eventualities in a department of, say, a 
hundred men, meant adding costly margins to what might 
otherwise be fair and just rates. The result of this was to 
create different internal handling methods, which relieved 
the workman of responsibility for anything but the actual 
operation he was engaged for. Boys and labourers were 
engaged to take charge of every detail o( the handling of 
the material itself, when not actually being worked on. 

Full stocks of tools, maintained by the tool department 
in a condition ready for immediate use, relieved the men 
of any responsibility for tool maintenfece. These, by 
compelling the workman to devote his time entirely to a 
single operation, made easy the estimating of finely graded 
labour rates. Purely arbitrary methods of rate-fixing, 
again, gave place to others based on scientific principles. 
Instead of the rate-fixer speeding up machines in order to 
fix a nominal time-rate for an operation, specially qualified 
engineers were employed to work out rates on formulsc. 
These men, knowing the scientific properties of p^terials 
and tools, were able to fix definite cutting speeds for certain 
tools under certain conditions of material, •which would 
give the greatest efficiency. Rates worked out by men of 
this class were scientifically accurate, and as the final rate 
fixed was always one which allowed a fair margin of allow- 
ance for emergencies, yet prevented undue reduction of 
output by the employee, the system was widely adopted 
by the bigger manufacturing firms who used the prf>,mium 
system in handling machine workers. • 

Such scientific accuracy in rate-fixing is possible only in 
the biggest of businesses, and when the premium system 
in its original form is adopted by the small business, it 
must necessarily car^ with it many of the disa(h(rantages 
which methods of this kind prevent. 

Extra cost Piece methods of payment, again, while they may and 
for closer do tend to reduce the expense ratio in one direction, neces- 
inspection sarily increase it somewhat in others. Undes tkne-rate 
methods, where no specialised method of production is 
followed, workmen are naturally careful in their work, 
and inspection can generally be carried out fairly efficiently 
by the foremen. Under specialised methods of manu- 
. facture, however, the experienced all-round foreman is 
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rarely in charge of a department in which he can follow 
tljis method. The specialisation of operations tends to 
split the department up into numerous sections, each 
probably dealing with an infinitesimal portion of the work. 

Thus, instead of five workmen handling between them 
twenty-five operations, which the foreman can generally 
review with some measure of safetv five or more at a time, 
the twenty-five operations are handled by twenty-five 
different workmen, each working to gain time. 

Unless some careful system of checking is adopted, 
stimulated prodi^ption* has a tendency to reduce quality 
of workmanship, owing to the fact that the higher rate 
of speed in working leaves the workman less time for the 
careful consideration of points of accuracy and quality. 
Consequently, uifder any system of piece-work payment, 
whether of the ordinary kind or not, the inspection of 
parts after each operation needs to be carried out as far 
as possible in order to stop any faulty workmanship before 
the part has further labour wasted on it. Such inspection 
is practically impossible without the employment of a 
special staff to deal with it, as it is not only too great a task 
for a foreman ^ndcr ordinary conditions, but, in addition, 
the inci^^sed number of details he must attend to will 
prevent h^ from devoting njuch attention to anything but 
supervision atfd the control of his clerical records. This 
addition of an inspection system, therefore, adds to the 
cost, and justifies the bigger share of the saving on labour 
cost under premium methods being taken by the employer. 

Neither piece-work, time rates, nor premium methods Efficiency 
alone will meet the entire requirements of the majority 
of ma?^ufacturing plants, and it frequently occurs that 
fotir or five different systems of labour payment will be 
"found in operation in the same business. This not only 

P resents many difficulties in handling the clerical records, 
ut also prevents any definite basis being reached under 
which costs can be brought down to some measure of 
standardisation. This fact has led to the introduction 
of systems based on general efficiency, instead of the 
varying efficiency of individuals. 

Systems ^f this kind are not only fairly numerous, but 
differ widely in character, being chiefly designed to meet 
special reejuirements and conditions. They are generally 
planned with a view to avoiding the disadvantages of the 
more general methods of labour payment, and at the same 
time consolidating the entire manufacturing organisation 
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under a single method which uniformly affects the whole 
working force. Their efficiency depends to a great extent 
on the nature of the business handled, as, in fact, does 
that of any system of labour payment ; but generally 
speaking, methods of this kind have a far wider range of 
applicability than the others, and have the advantage 
also of being easily applied to the smallest business. 

* Efficiency ’ systems reach their highest standard of 
efficiency where employees of all classes can be paid equit- 
able values for their nominal time or labour. Their best 
foundation, in fact, is the payment tq «5very employee 
of a wage or salary commensurate with his special ability 
or value. This provides a labour rate which, if the depart- 
ment or individual responsible for selecting •and rating 
employees is expert, is at least approximately accurate, 
and to some extent helps to standardise costs, owing to 
the fact that it is based on an approximate standardisation 
of labour values. 

Past this point efficiency systems vary considerably, 
and merely the general outline o& their main principles 
can be followed. These are generally based on the standard 
efficiency of a section or of each individual, calculated on 
the payment made for a normal amount of lahpur. In 
the case of a factory where .individual operations can be 
closely classified, the basis of calculation ifould naturally 
be a normal laboift* value for each operation, similar to 
the basic rates used in the premium system. 

The essential difference between the two systems is that 
whereas under premium methods of payment the employee 
must necessarily know the rate he is working against, 
under efficiency methods time saved is not the only basis 
for extra payments, with the advantage to the emploj’er 
that, not being infiuenced by time only, the workman devotes 
more attention to the quality and efficiency side of his 
work. 

In making up efficiency records, individual times may 
or may not be taken wholly into, account, according to the 
class of work done. In any case, individual efficiency is 
always taken into account in some way or another. Faulty 
worl^anship, tardyness, carelessness, or anyithiftg which 
depreciates the efficiency of the employee as an inmvidual, 
goes against him on his individual record. In some cases 
he may have to pay direct for spoiled work out of his weekly 
wages. Generally it means not merely a reduction of his 
efficiency record, but a financial loss as well, affecting his 
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income in one way or another — if not directly, then indirectly 
though his bonus payments. 

The making up of efficiency records must be based on 
approximate values, whether they deal with time saved 
on operations, time lost, carelessness, or anything else. 

The entire range of details affecting a man’s efficiency can 
thus be valued and charged either to his debit or credit. 

This is generally done on a percentage basis, or by allowing 
a certain number of marks for a definite value. The same 
principle can be followed in dealing with a complete depart- 
ment, and theeiaost general practice is to charge to the 
individual only tlie most important items on which 
individual responsibility can be closely prejudged, every- 
thing else •being charged to the general efficiency of the 
department. 

Any increase in efficiency under such a system takes 
into consideration every detail of operation, and covers 
not merely labour, but general expense, and, in fact^thc 
whole range of details covered by cost of production. 

Under a premium method of payment, for instance, a 
workman would still receive a high rate of pay if the depart- 
ment in which' he worked was being operated on such 
a smalhataff that departmental expenses were wiping out 
every cenj; of profit. He wguld not, in fact, be concerned 
with the genSal efficiency of his department as a profit- 
earning machine at all; and while a manufacturer may 
accept generally the principle of increased payment for 
increased labour, there is a point in operating costs where 
expenses make profitable operation impossible, and where 
the whole burden of the loss falls on the employer. 

By making every employee directly interested both in A rloser 
tfie efficiency and the earning power of his department, 
a valuable link of joint responsibility is forgeci between 
capital and labour, which has far-reaching results. Thus, 
while the mere standardisation of wages drives employees Zo&ovr 
into gangs for mutual co-operation for personal benefits, 

'a system of this kind links the employer and employee 
by joint interests which operate for the benefit of each 
without interfering in any way with the individuality of 
either. • • 

The greatest benefit that accrues from such a system 
comes from the fact that it brings into play the personal 
influence of the best employees, which is exerted in in- 
fluencing the less efficient to work more efficiently for the 
benefit of the whole, and thus achieves a most desirable 
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end in bringing into action for the benefit of the entire 
business the personal influence and brain-power of every 
employ^. It provides, in addition, a most equitable method 
of distributing not only responsibility, but also individual 
financi^ interest in the business. In this respect it differs 
from any of the ordinary forms of profit-sharing, whether 
they are based on final dividends, turnover, or combined 
efficiency. Such systems fail to take into account either 
departmental or individual responsibility. 

The department that causes a 1 per cent, loss shares 
equally in the profit distribution with tho dhe that creates 
a $ per cent, gain ; and the workman who depreciates 
the eificiency of his department also shares equally with 
the man whose,, ability and personality |ias intreased its 
efficiency. Under profit distribution based on the general 
outline of cfiiciency methods described, however, both the 
individual and the individual department are penalised 
for their own deficiencies, while any financial interest in the 
business above ordinary earnings is distributed equitably 
according to the individual eiciency\)f each, 
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THE LABOUR PROBLEM 

(3) PROFIT-SHARING AND BETTERMENTS 

Profit-sharing and Copartnership Schemes : The Weaknesses 
of Ordinary Methods of Profit-sharing : The Efficiency System : 
B^termei^ : Personality in Handling Employees 

I NDUSTRIAL copartnership, permitting in some way 
or another a share of final profits to labour over 
and above the wages paid, has been the subject of a 
great amount of discussion and experiment during 
the past quarter of a o^ntury. In many cases systems have 
been adopted with considerable success, and have been 
operated for a great many years without any necessity 
for chs^e ^becoming apparent. In other cases, howev^, 
they have failed to achieve ^heir object, either to the satis- 
faction oi th# employer or employee, and have been con- 
demned in consequence. 

Lacking any definite or generally accepted policy on 
which to base methods of profit-sharing, most employers 
are satisfied to leave well alone, and to operate their busi- 
nesses under the tried methods of the past, adjusting them 
to suit* conditions as may be found necessaiy. It is, never- 
theless, an accepted fact that some readjustment of the 
relationship between capital and labour must be devised if 
they are to operate together to the best advantage under 
modern conditions. For the two to be always at dagg^s 
drawn, or even nominally working together satisfactorily 
'yet each anticipating a time when a dispute will arise, 
must create a continuous element of friction that cannot 
fail to affect the efficiency of a business. 

Supported by labour unions, workmen are ever pressinjg 
for a greater and still greater share of the earnings of busi- 
nesses. This pressure is applied at a point which seriously 
affects the emplojyer, viz. wages. Forced downwards by 
competition in his attempts at profit maintenance, it, is 
only by reducing or preventing an increase in production 
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cost that the employer can maintain his profits. Anything 
which tends to increase production cost must therefore 
make the problem of profit-making more and more difficult ; 
and as labour is generally the biggest component of cost» 
the seriousness of pressure at that point cannot be over- 
estimated. 

Profiu ^ Profit-sharing and copartnership schemes endeavour 

sharing* to overcome tMs difficulty by maintaining a standard rate 
wages and dividing a jwrtion of the final profits with 
' the employees. Profit-sharing schemes usually allot a fixed 
proportion of profits to the employees, OTj;hose having a 
certain minimum record of service with tfie business, to be 
distributed in proportion to their ordinary earnings. Co- 
partnership schemes, on the other hand, make certain 
employees actual partners in the businei^ by permitting 
them to become shareholders, their holdings generally being 
acquired through the investment of their share of the 
profits in the company’s stock or shares. In some cases 
they are allowed to withdraw a fixed proportion of their 
profits for specific objects such as (house-purchase, which 
are in themselves in the nature of permanent investments. 

Employee-shareholders in a business have also full 
voting power according to their share holdings, , and fre- 
quently have a representative on the board of directors, 
in this way they are given an actual financial interest 
in the business, and some measure of control in addition. 
Systems of this kind have been worked successfully by the 
big gas companies, notably by the South Metropolitan Gas 
Company, where it was introduced by the late Sir George 
Livesey in 1889 and is still in active operation. In tms 
case employee-shareholders are given definite time-coptracts 
with the company, which arc only renewed in the case V)f 
satisfactory workmen, and which, if a workman proves in 
any way inefficient, may be withdrawn or modified, the 
employee having the opportunity of regaining his position 
as a shareholder-employee by an increase of efficiency. 
Failing that, he loses his position altogether. 

Attempts to introduce such systems into other trades, 
however, have met with varied success, and in some cases 
have resulted in absolute failure. Generally tl)is kas been 
caused by the attitude of the trade unions, which have 
regarded plans of this kind, formulated in order to prevent 
labour disputes, as an insidious method of limiting their 
power, ana as an attempt to prevent concerted action on 
the part of employees. 
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Nearly every scheme which aims at profit-sharing has a 
distinct weakness in that it either presumes, or attempts weaknSi 
\o enforce, thrift on the part of the workmen. Unfortu- ^ 
nately, while a proportion of employees may be thrifty and 
appreciative of an opportunity of accumulating savings for 
the future, it would probably be safe to say that the majority 
arc not so inclined, and that to them a shilling in hand in 
their wages has a better wpearance than a pound locked 
up in unsaleable shares. Where a permanent staff is em- 
ployed, which rarely changes, profit-sharing or copartner- 
ship principled Aay succeed. But where the ordinary type 
of employee is in the majority, and where the men employed 
are constantly changing, it is difficult to operate such a 
system, (Specially if it entails the locking up of earned 
capital. 

As an example of this difficulty, one well-known co- 
partnership firm, after fourteen years’ operation, only had 
an average investment of a little over £50 per head in the 
business from all its employee-partners. At 4 per cent, 
this represents a dividend of £2 per annum, only a portion 
of which was actually available to the employee in cash. 

And as a nmfiber of participants had less than half this 
averagff amount invested, their immediate interest in the 
profits can imagined. Yet this has proved one of the 
most successful examples of copartnership, and is frequently 
referred to as a typical example of its success. 

The success in this instance, however, has been assisted 
by internal conditions which are not common to manu- 
facturing businesses generally. Chief among these is the 
enormous proportion of unskilled or semi-skilled labour 
omplcjyed, coupled with efficient co-operation between 
businesses in the same line in dealing with each other’s 
employees, thus giving a control over labour not generally 
possessed by ordinary manufacturers. There is also a 
lack of direct competition in the business, which permits 
of diffci^nt methods of management from those necessary 
to ordinary manufacturing businesses, while conditions 
generally favour permanency of employment to the majority 
of the employees. 

Investigation of successes and failures in dealing with 
labour on profit-sharing principles, in fact, proves that 
the methods commonly used have a very limited range of 
applicability, and that success can only be achieved by 
the careful adaptation of any scheme to the requirements 
of each individual business. 
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Trade The idea behind all schemes of this kind is to conciliate 
union op- labour and to prevent disputes. Once the antagonism 
'pontion between labour and capital is overcome, there is an oppor- 
tunity for developing a greater measure of co-operation 
between the two, so that each works together to a common 
end — cfliciency. On the one hand, labour unions are 
striving for a standardisation of labour which must inevit- 
ably tend to reduce the elliciency of the best men to that of 
the average. On the other hand, employers arc looking to 
profit-sharing in some form or other to develop the efficiency 
of the best men, and through their influciveo to raise the 
elliciency of the whole staff ; while, by making the employee 
financially interested in the efficiency of the business, he 
is induced to take a greater interest in its succesL, and to 
regard the disorg^nigiation resulting from a 'dispute from a 
different outlook than he would as a mere producer at a 
fixed wage. 

Most methods of profit-sharing fail to achieve these 
objects at some point or other. In many cases a man will 
disregard the equivalent of a few weel-s’ wages invested in 
the business when considering the question of an increase 
in his actual weekly earnings, and the nominally small 
amount the average workman would accumulate n as a 
financial interest under ordinary, profit-sliaring principles is 
not usually of great influence in preventing disputes. 

Far greater success *^has been obtained on the Continent 
than in Great Britain in dealing with profit-sharing prin- 
ciples, but this has undoubtedly been achieved owing to 
the greater permanence of employment in the trades and 
businesses in which the principles have been applied than 
in similar businesses in this country. « 

A cmiti A method adopted by a famous , continental firm iii 
nmtal dealing with the profit-sharing problem varies somewhat 
achime general principles of the systems advocated. This 

firm had the advantage of a big legacy, left by a former 
owner of the business as a fund for the benefit for the 
employees, and on this capital basis the system was built. 
Interest on the original amount, and a share of the profits 
of the business, are allocated each year for distribution. 
An employee who is proved efficient over a certdn period 
becomes entitled to participate in the fund, and nas a 
definite amount allotted to him. The employees, however, 
have no personal rights over the fund, which is maintained 
under stringent conditions as to distribution, and is managed 
by a committee of employees, whp are bound to regard 
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the original trust deed, and cannot deviate from its con- 
ditions. 

" While financialjj^interest is controlled Jn this .way, the 
employees’ interest in the management is^ secured by allot- 
ting to them voting power up to a certain point. In 
addition, every employee is eligible to serve on the direc- 
torate, and, in fact, the principal heads of the business at 
the present time are old probationers of years gone by, 
who have been appointed by the votes of their fellow- 
enmloyees. 

The employ%<iS are thus financially interested in their 
own efficiency, and in the success of the business as a whole, 
and while compulsory thrift is a feature of the system, it 
is not the«only :^eature, and i's not depended on as the sole 
bond between employer and employee. 

It is possible that only through combined methods, in 
which the salipnt features of the various experimental 
systems of the past are incorporated with newer ideas, ^ and 
the whole specially designed to meet individual require- 
ments, will much of the great problem of labour unrest be 
solved. 

A simple basis which has been occasionally recommended The 
by thtiwiiter, with modifications to suit individual re- ’ 

quiremenjts, is as follows : • system 

Labour payments are based on efficiency principles. 

Thus, where no standard rate is paid, the rates of wages 
are based on carefully kept efficiency records ; but where 
a standard rate is enforced, bonuses are paid for increased 
efficiency, departmental heads and all indirect labour 
sharing in such payments by percentages. Probationary 
p(griod« are fixed during which employees are credited with 
half their efficiency bonuses, but are not permitted to draw 
them. It is generally found that a man’s efficiency is 
greatest when he is new in the business, and for a time 
at least needs little artificial stimulation. Later, his 
bonuses «>re increased to the full allowance, of which he is 
permitted to draw half with his wage, the balance being 
credited to him. 

The bonuses are based on actual savings effected by 
increased efficiency, which are equitably divided between the 
business and the employee in the case of ascertainable 
time-saving, and in the case of general efficiency are based 
on departmental results, an equitable proportion of the 
gain being distributed over the staff according to posi- 
tion, with reductions fyr inefficiency points against the 
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employee, and extra allowances for specially good efficiency 
records. 

In this way every employee shares in the efficiency of 
his own department, and by reducing the actual cash pay- 
ments made, there is less danger of reduced output on the 
part of specially efficient men who are capable of earning 
considerably morfe than the average. 

The system is based on a fair remuneration for both 
labour and capital, and a reasonable interest on all capital 
invested in the business is treated as a permanent charge 
against the business in the same way as thec^cost of labour 
is treated as a charge. After all charges have been met, 
the balance of profit or loss is divided in agreed proportions 
between capital and labour. ^ * 

The labour share of profits or losses is distributed on 
an efficiency basis, both departmental and individual 
efficiency being taken into account, and. profit or loss 
margins are credited or debited to each employee’s account. 
These allowances, and the balance of the employees* effi- 
ciency earnings, are treated as ‘ entployees* capital,’ and 
the actual balance of this shown carries the same interest 
as the other capital invested in the business 'and the same 
voting power. The employees inter^ted in the-<i;cheme 
elect their own representatives tp attend the genieral meetings 
of the company, or, in the case of private businesses, a 
committee which act& as an independent link between the 
enmloyer and the employees. 

Subject to a satisfactory record being proved, an employee 
has permission to withdraw a certain proportion of his 
capital in cases of illness or other urgent necessity, and 
once a year may withdraw the equivalent of one Weel^’s 
wages for holiday purposes. He is not entitled to do this, 
however, until he has a clear twelve months’ service to his 
credit ; but after five years’ service he may withdraw a 
greater proportion, and, if he wishes, may secure one-half 
his available capital by having actual shares in the* business 
issued to him. 

All balances in the fund ’ are subject to conditions 
which demand efficient service from every employee. 
Insubordination entails loss of all credit in thci'fund, and 
any balances thus forfeited are distributed over the re- 
maining employees in equitable proportions. Regulations 
affecting resignation and discharge are also enforced, but 
in all cases of dispute an arbitration committee has the final 
word in the matter. 
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Experience has proved that the majority of employees 
disregard any invested and unusable profits when re^oning 
lip their earnings, and by paying them half their bonus 
they are stimulated to further effort than they would be if 
the whole amount was paid to them, with the possibility 
of it reaching what may to them appear a prohibitive point. 

On the other hand, an employee who is nominally entitled 
to an amount which is fairly large — at least to him — will 
think twice before participating m insubordination which 
will cost him that amount, and which, even if he wins a 
nominally higher rate of pay in consequence, will not 
benefit him finally, as his new rate of pay will not be likely 
to reach the amount of his actual earnings at the old rate 
plus the wHicicncy bonus. 

Further, as ne participates not only in the profits of 
the business, but in its losses also, he is personally interested 
in preventing ajiy disruption that may create a loss on the 
year’s working, and in this way the sympathies oi the 
old employees arc brought over to the side of the business, and 
their influence in prc\itnting internal disputes is obtained. 

A great number of manufacturers object to schemes otSonie 
copartnership • and profit-sharing on the basis that theyo^i^^'®^ 
entail ib considerable amount of extra book-keeping, and, 
in additipn, give the employees a knowledge of the confi- 
dential side of the financial operations of the business. 

The manufacturer of this type fails •to realise that extra 
labour created in order to increase efficiency, prevent 
disputes, and ensure continuous and profitable working of 
a business, is quite as justifiable as the maintenance 
of machine, or cost or labour records, which represent 
expenditure directed to similar ends. So far as the other 
difficulty is concerned, all that employee-shareholders 
demand is accuracy in the making up and distribution of 
profit and loss, and this is easily assured by the appointment 
of independent auditors who can verify the figures on 
behalf of the employees who participate in the profits. 

Employers diner considerably regarding the various 
policies which come under the general term of ‘ better- 
ments.’ This term is used to indicate any special con- 
ditions ^ or ^facilities which are provided by an employer 
for the purpose of bettering the conditions under which 
employees work, or which are designed to influence and 
improve their private life, but which are outside the scope 
6f what might be termed ‘ necessary * provisions. 

It is a generally accep1;pd fact, however, that betterments 
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' are of little relative value to either the employer or the 

meni^ employee unless they are based on sound business policies. 

acheme$ jj^ g^jjy business, care for the employee as an individual 
is desirable up to a certain point. Better lighting, venti- 
lation, and catering accommodation may not be demanded 
by factory regulations, yet may nevertheless pay big 
dividends in increased efficiency. 

The great danger in introducing betterment schemes 
is that they may become oppressive to the employee owing 
to their indirect interference with his individuality. Such 
a possibility should be avoided at all cost^ Even when a 
business provides an estate to ensure good living accommo- 
dation being obtainable at reasonable rates, it is advisable 
to remove its direct control from the facto:^ itsetf, and vest 
it in a private company which can deal wfth the employee 
as a private individual. 

In the same way, social arrangements^ made for the 
benefit of the employees should, as a rule, in no way be made 
obligatory, or even be given the appearance of such a 
condition. Many social festiviticsti prove valuable by 
creating a closer bond between the entire staff, from the 
executives down to the juniors, and by enaWing employees 
to realise that while business is business, business ppjen are, 
after all, human beings wiyi human sympathies and 
appreciations. •’ 

Person- Personal influence is perhaps the greatest stimulant 
alityin to efficiency that there is, and personality in handling 
hanMng employees counts for more in carrying a business to success 
empoyeee control and production-increasing systems in 

existence. The average workman needs a leader, a man he 
can understand and who understands him. And just as 
men will follow a good officer against fire and sword, so alSo 
can they be led to follow a good employer or manager, 
and to stick to a business through thick and thin, while 
always giving it their best. 

If men find better leaders outside their business than in 
it, and if they have to enforce even elementary conditions 
of labour from an employer, they cannot be made either 
efficient workmen or a support to the business that employs 
them. Their mechanical efficiency may be pyrebased or 
enforced; but their mental and moral efficiency is outside 
any question of money payment or factory regulations, 
and is only to be developed by good conditions of labour 
and by a close personal connection and understanding 
between master and man. 
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For this reason betterment schemes, when handled by a 
man with a sound knowledge of the labour problem, and 
’’ with a personality that appeals to the workman, are of the 
greatest possible benefit to a business. Only when they 
are mismanaged by domineering and unsoeiable exceutives, 
or made the subjeet of restrictive and objectionable regula- 
tions, do they fail to achieve any means of success. 



CHAPTER IX 


PRODUCTION 

(1) CONTROLLING OUTPUT BY SCHEDULE 

The Value of Scheduled Production : Tlie ^J^fain Output 
Schedule : Planning Production Ahead : Schedule Charts : 

A Practical Example ^ 

1 EVERYTHING concerned in factory construction, 
J organisation, and management centres around 
one point — production. This is tthe result at 

which all energy is directed, and, just as it is 
the main point, so also is it the most intricate point in manu- 
facturing. Volumes could be written 8n this single subject 
without exhausting its possibilities, and the space that can 
be allotted in the present volume will permit bf little more 
than a brief review of its main features and the*^ principles 
underlying its most efficient management. , « 

Manufac’ In many ways a manufacturing plant closely resembles 
turing and a conuDlctc power plant. Just as a badly designed shafting 
will result in constant waste of power through increase of 
the friction load, so also will a badly constructed organisa- 
tion result in waste at every point through the friction it 
creates. 

A good organisation is the directing force of produdtioiu 
eliminating waste and friction, and distributing the working 
forces of the factory to the best advantage. But just as 
the best power-distribution system will fail tg achieve' 
its object unless the power itself is efficiently controlled 
at the engine and at the boiler, so also will the best internal 
organisation fail unless it is under proper and efficient 
control. 

It is just as necessary to regulate production as^it is 
to regulate the power of the steam-engine to fhcct the 
requirements of the machinery that is running. To allow 
a factory to produce without some safe method of con- 
trolling and regulating production is equally as bad as 
trying to run a steam-engine without a governor, In^botb 
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cases the result is not merely wasted power, but irregular 
and inefficient working. The governor of the steam-engine 
keeps it working at a normal speed and regulates the power 
developed to meet only the actual requirements. Con- 
sequently, it uses just the quantity of steam it requires, 
and no more ; and no matter what the pressure behind, 
or the conditions before, may be, it maintains the required 
power production with a minimum of waste. 

Many businesses are very much like a steam-engine that 
lacks a governor. With them, production has no regularity, 
but is solely dependent on the order department. One of 
the commonest: practices in manufacturing, in fact, is to 
regulate production to fit the immediate orders in hand. 
Consequently, we find big plants paying heavy labour 
charges for overtime during several months of the year, 
while for many months they will work with half their normal 
staff, paying at the same time a proportionately exorbitant 
rate of expense t)n everything they produce. 

In one ]ilant the difference between the extremes of 
the labour employed Jias been as much as 75 per cent, 
from the normal. That is, it has at one period of the 
year been operating with 25 per cent, more employees and 
at another Qjenbd with 50 per cent, less employees than its 
norrnal Average for the year. It was operating without a 
governor On the production Engine. 

Such erratic methods of operation *rob profits at every 
point. Where the labour-supply is limited, the constant 
changing of employees lowers efficiency all round, in 
addition to keeping the best class of workman away from 
the plant. Extra payments for overtime, again, add an 
appreciable percentage to labour cost for the year ; and 
a iriack' period means an increased expense per job that can 
easily turn profit into loss. That an ‘ overtime ’ period 
may compensate for increased labour cost, by the reduction 
of operating expense, is agreed ; but, omitting very ex- 
ceptional cases, no factory can work overtime for the 
whole year, and the inevitable ‘ slack ’ period always shows 
a loss on operating that the overtime period can never 
compensate. 

The klcal production system is one that will maintain 
output at &s near a uniform level as possible. Certain 
businesses, of course, have what is known as a ‘ s(!asqn ’ 
trade ; and the bulk of their orders may be booked during 
only a few of the twelve months of the year. Even in 
such cases, as has often been proved, erratic production 
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is not necessarily a sine qua non^ and in every case efficient 
control can relieve the overtime pressure and distribute 
production more equitably. 

The great problem in controlling production is to plan 
ahead, and the great necessity is an ability to estimate 
future re^iuirements. Given merely an approximate know- 
ledge of the demands that will be made on production 
for only a few months, the factory manager can distribute 
his work so as to jjrovide a well-balanced production 
schedule. By this means he regulates the varying pressure 
of demand, as created by the sales d^pfirtment, in its 
influence on production. 

Competition demands not only promptness in delivery, 
but a low and controllable production cost^ Together, 
these demand a high efficiency in facitory organisation, 
and it is no more possible to get the highest efficiency out 
of a factory which is constantly subject to the varying 
influence of demand, than it is possible t6 get the highest 
power efficiency out of a steam-engine that lacks a governor. 

The day has long since passed « when a manufacturer 
could arrange his work for the day, and leave to-morrow 
to take care of itself. Nowadays, he mpst be able to 
oj^erate at a minimum cost, while giving the lymximum 
of service to his customers. To do this, he must control 
his production so that it will' meet all demands* that may 
be made upon it, <yet operate normally and efficiently 
in spite of their fluctuating character. As a consequence, 
he cannot leave to-morrow to take care of itself. He 
must plan ahead, and be able to forecast to-morrow’s 
demands, so that he can maintain a balanced production 
ratio that will prevent waste and loss. , 

This necessity for constant foresight in manufactuilng 
has brought into being the factory schedule — the governor 
of the production en^ne. Procmetion schedules are of 
infinite variety, and differ according to the character of 
the business in which they are used. In all cases^ however, 
their basic principles are the same. Their use enables 
the manufacturer to plan his business months or years 
ahead — to balance his production to meet both present 
and future demands — and to get a maximum putput with 
a minimum of friction and at the lowest cost. 

So far as they apply to standard products, evei^ detail 
of manufacturing that is directly concerned with pro- 
duction can be scheduled, and brought down to a definite 
basis. Even in businesses which do not manufacture 
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standard lines, but which are devoted to the manufacture 
of sp^ialities, or which have a varying class of production 
that is never continuous, schedules have been used with 
good effect in handling minor details. 

It is in the general manufacturing plant, however, where 
definite classes of products are produced continuously, 
that scheduled production reaches its highest point of 
efficiency ; and the principles underlying scheduled pro- ‘ 
duction in such businesses apply to the preparation of 
schedules of a less important character in all classes of 
businesses. , ^ ^ 

To estimate what is to come in the future, one must 
know what has happened in the past, and continuous 
records o4 sales for several years past are the best basis 
for scheduling possible sales in the future. Future demands, 
of course, will be subject to many infiuences that past 
sales will not show, and it is therefore vitally necessary 
that any estimate of future demands be made up by some 
one who has an intimate knowledge of the markets in which 
products arc sold. • 

Where a sales manager is employed, his estimate of Main 
future sales should always be taken as a basis on which 
to plaj^ future schedules ; but these may be subject to 
modification by the executives. Generally speaking, the 
two most important men in the designing of a production 
schedule, as applied to total output, we the sales manager 
and the factory manager or technical executive. Together, 
these two have a thorough knowledge of selling conditions 
based both on market conditions and on technical require- 
ments ; and either on their joint estimate, or on the final 
estimate of the sales manager after consultation with the 
rflanufacturing heads, some safe sales schedule for the 
future can easily be planned. 

Where types or designs are constantly changing, any 
production schedules must take into consideration the 
likelihood of a type being superseded ; and danger-points 
of stock production must be fixed so as to prevent the 
manufacture of surplus stock which may be difficult to 
dispose of if an improved type of article or machine has 
been Intr^^duced. Apart from this point, it is always 
necessary to fix a stock limit so as to avoid overproduction 
of any one line. The planning of a schedule, therefore, must 
be on the lines of safe production margins. 

The best method of planning production is by means of 
charts. While carefully arranged sets of figures will tell 
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all that is necessary regarding {production, they need careful 
and constant analysis if every important detail they reveal 
is to be kept under review. By the use of charts, how- 
ever, every detail regarding production and the various^ 
production schedules can be kept under review every hour 
of the day, and a glance at a chart will often reveal some 
vital variation in results that the most careful analysis of 
figures would not bring to light. 

Production schedule charts are generally made up on 
the simplest lines, being, in fact, the original type of chart 
form consisting of simple lines running ^ross the page 
to show the increase or decrease of sales or production. 
The relation of these lines to each other provides the means 
of comparison which is necessary to a thorough under- 
standing of the reisults they cover. * 

Chart forms, specially planned to meet many of the vary- 
ing requirements of production schedules, are dealt with in 
other sections of the present volume. A simple chart form 
can be used as a basis for scheduling production. The 
estimated demands on production lor the year are first 
carried across the chart, the weekly totals being cumula- 
tive. The estimated capacity of a factory in dealing with 
its product not being constant, tluj ])eriod is sj&lit «i|ip into 
sections, and the scheduled ratio for each ])eripd noted 
separately. In this way botH the estimated output for 
each individual weekf, as well as the cumulative output 
week by week, can be shown. Against these, actual produc- 
tion is entered as the weekly records are made up. 

Separate records have to be maintained of weekly stocks 
in hand, together with scheduled production for the following 
week, and these arc checked against the production schedule 
and the actual orders received. * 

If it so happens that demand, for some unexpected 
reason, is gaining on the schedule, the production schedule 
itself must be altered. To meet such emergencies, most 
factories where production is on a schedule basis issue 
all factory orders in batches, to cover only a short period 
of time. The schedule charts are then made up either 
with a pencil line to show estimated requirements, or 
with a light-coloured ink line, either of which /3an* easily 
be superseded by a distinctive line to represent the final 
schedule estimate as made up from time to time. 

It is advisable to leave the original estimate line on the 
chart in any case, as it is useful when the next schedule 
is prepared, in showing how closely to actual requirements 
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the previous estimate has been, and in this way helps 
in^ forecasting a more accurate schedule the following 
season. 

Carried out. over a period of years, charted schedules FaZtie oy 
of estimated and actual requirements are the best possible scheduled 
basis on which to plan for the future ; and indicate in an 
unmistakable manner the course of sales. Frequently ^ 
they are also of inestimable value in locating the pressure 
points in businesses which arc in any way affected by 
seasons ; and in such businesses a chart record of progress 
for even a sii^fc year will provide \'ital infornuiti()n on 
which to base the work of succeeding seasons far better 
than the sets of figures the chart records represent. 

The sclifedulii^ of production, though most necessary 
in regard to final output, cannot be carried out ellieiently 
on the liual output alone. It must cover every importiint 
detail in connection with output. The great danger in 
production at any time is the manufacture of a (U*ad 
surplus which has never a realisable value equal to its 
cost. While, on the ofte hand, the manufaeturci of a certain 
part in large (piantilies will reduce production cost to 
a minimum, tlicrc is, on the other hand, the possibility 
that a^ehaftge in style will make the parts useless anS 
reduce tlv^'ir value to that o( scrap metal. 

Another fe?iture of increased part production that is 
carried out in order to reduce final' cost is the amount 
of capital it locks up in dead stock -and it is no uncommon 
condition to find, on close analysis of manufacturing 
businesses, that hundreds and even thousands of pounds 
of ca|)iLal necessary to business development is locked away 
in the stores in the shape of manufactured parts that are 
either useless or that cannot be used for months or years 
to come. 

Scheduled production, if it achieved no better object, 
would be entirely warrantable if it prevented such a state 
of affairs. Properly planned, it will not only prevent 
this, but it will add an all-round increase in efficiency to 
the plant that no other method will achieve. 

So vital to successful management have the principles How 
of schffdulod production been found that in many instances seJ^nUd , 
entire manufacturing plants arc operated solely by schedule. 

In one case a big machine-tool factory has found that by 
operating in this w'ay it more than trebles its normal 
efficiency under other systems of working, in addition to 
being able to operate ^on a capital margin that many 
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businesses less than half the size would find it difficult to 
do business on. 

This firm schedules its production week by week, and 
with the exception of a fixed minimum of spares for repair 
purposes, never manufactures any part of a machine unless 
the remaining parts are on order. Tliis rule does not 
cover such standard parts as bolts and screws, which have 
always a definite stock value, and are therefore realisable 
assets. All other machine parts, however, are scheduled. 
Each week the requirements for the following week are 
estimated, and ^tders are issued for the number of parts 
required to complete the machines scheduled. 

Close analysis of the business has enabled the managers 
to predeterfliinc Ijie capacity of the various departments, 
and to know to a small margin the number of employees 
necessary to carry out any definite amount of work. On 
this knowledge a departmental bonus sch(;mc is leased, 
and wJienever there is any call for increased production 
beyond the normal capacity of the departments, this 
comes into operation, %,nd enables the firm to meet the 
increase with its regular employees, instead of constantly 
varying the labour employed to meet the changes in pro- 
duction jircssfirc. 

Cohtinuous knowledge of* the variations in demand, 
again, enables the managers to maintain a balanced pro- 
duction, which, during slack periods, produces just the kind 
and quantity of stock required to relieve the increased 
pressure of the busy months. 

As a consequence, and in spite of the widely varying 
demands in every section of the business, the factory is 
kepj; operating at an almost uniform pressure during the 
I entire year, thus retaining the best labour, and maintaining 
a normal production expense ratio wliieh enables cost to 
be kejit at a minimum. 

Such a system, while by no means possible to all manu- 
facturing businesses, yet indicates the basic principles of 
scheduled production, and their advantages over the 
erratic production so common to manufacturing businesses. 
In this, as in every case where scheduled production is 
carried out in the best manner, every detail of production 
is taken into consideratior. This entails the preparation 
of separate schedules to cover a variety of important 
details, all of which influence the final output. 
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PRODUCTION 

(2) DEPARTMENTAL SCHEl^ULES 

Part Schedules : Labour Schedules : Material Schedules : 
Financial Schedules : Correlating the Schedules : Depart- 
mental Gchedules: Floor-planning Schedules 

T he preparation of the output schedule has already 
been dealt with. In addition to this, depart- 
mental schedules must be prepared, so as to 
maintain a proper production balance between the 
various sections of the factory. In the manufacture of 
machinery this is fairly simple, as part lists have always to be 
prepared which show the quantity of each part necessary 
to produce a complete machine. ♦ 

From the part lists — or in other lines of ^manufacturing 
from an analysis of the constituent parts of the product — 
part schedules can be prepared. The charting of part 
schedules is best carried out by means of coloured charts 
which cover all the constituent parts of a machine or 
machine section on a single sheet. The use of these is 
explained in a later chapter. 

In the preparation of part lists, or their equivale;nt, 
material must be closely analysed. This is easily done by 
the addition of separate columns for each class of material, 
in which are, entered the weights of the parts required for 
a single machine. From these records it is obviously a 
simple matter to prepare material schedules that will 
provide basic information for the buying department. 
Scheduled production has a great advantage in this respect, 
as it provides the buying department with an approxi- 
mately accurate statement of future requirememtsi which, 
in businesses where raw material prices are constantly 
fluctuating, ensures the best possible use being made of 
market opportunities. 

It has a similar advantage on the labour side also, 
l^igurcd on a percentage basis, ^he la'bqur employed has 
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a direct relation to output. In most businesses it is even 
possible to estimate the amount of each class of labour 
required to complete a certain amount of product. This 
is especially the case when standard products are manu- 
factured, and where labour costs on each are closely 
analysed. 

From the output schedule, therefore, a labour schedule Luuuw 
can be prepared, which Will indicate the normal labour- 
supply necessary to carry out the schedule. Comparison 
of the scheduled estimate and the actual labour employed 
will then immediately indicate any undue increase, which, 
if not justified by some variation from schedule as shown 
by the actual production, can be investigated. 

This ncS3cssitv for closely analysing labour becomes 
more real as the Knowledge imparted by schedules increases. 

In one exceptionally serious instance, close analysis of 
labour costs resulted in changes which reduced production 
costs by nearly h.ilf, in addition to cutting over £700 a 
year off the cost of non-productive labour. In another 
business, a 50 per cenl/k increase in production was obtained 
without any increase in labour cost. Yet in both these 
cases there was never any question as to the eiricicnev of 
the j)ersona4 control over the employees or the capabilities 
of the foremen. 

Labour waSte is a loss which has to be exceptionally 
prominent to be noticeable through personal contact only ; 
but by close analysis and comparison its intricacies can 
be traced and brought to light. A simple chart will show 
week by week the relation between the employees on 
roduetive and non-productive labour, and these again can 
.>5 compared with wages paid. In this ^vay a comparison 
is obtained between the amount and cost of each class of 
labour. 

In scheduling labour, much will depend on the character 
of the business. In some cases departmental labour 
scheduL^ could be prepared which would link with the 
departmental production schedules. In others, the varying 
character of production might prevent labour being 
scheduled on a production basis, except perhaps by a 
simple*pcrgentage method which would show the approxi- 
mate relation between labour cost and quantity, and total 
or departmental production. 

Factory finance plays an important part in the making JVnanetal 
up of labour and all other subsidiary schedules, and very 9cMvh» 
frequently a financial s^cdule will ^mve a great influence 
l i o 
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on the preparation of the labour schedules. The financial 
question is, in fact, the main influence in nearly every 
case, as it covers the capital likely to be available during 
a period, and thus regulates the expenditures of the business, 
whether on labour, material, or current expense. 

All schedules, of course, are, in reality, figures, and charts 
arc only used when the figures can be simply displayed 
in such form. It is frequently a difficult matter to chart 
a financial schedule owing to the intricate character of 
the business. Whether this is possible or otherwise, a 
financial statement should always be pn4jared that will 
help to control to some extent the scheduling of details 
which (entail cxiocnditure. 

A very common error in handling maftufacturing 
business is to regard cost of production as having prior 
claim to everything else ; and, in consequence, it often 
haiipciis that a factory will be using capital to produce 
and lay aside stock at low cost that would earn dividends 
if devoted to business development ; while the seeming 
saving on production might easily be, and often is, wiped 
out by the interest on the capital invested and the depre- 
ciation in value of the stock j^roduced. 

The numerous sides to the question of factory flnaiicc 
thus entail an enormous amount of care b^ing^takeri to 
adjust production so that the capital invested in the business 
shall pay iiroflts on^tlie investment ; and all schedules 
prepared for the use of the factory must therefore be based 
on sound finance and be kept closely related to the financial 
schedule. 

Special Here can be seen the vital necessity for an executive 
executive department which can analyse all the different sides ,pf 
conferences question of output and plan the work of the factory 
^hedulea best advantage. No single individual, even in a 

small manufacturing business, could schedule its future 
production on a profitable basis without the assistance of 
men fully versed in the requirements and limitations of 
different sections of the business ; and when these men 
are controlling forces in an organisation and, as a con- 
sequence, are directly interested in anything that will 
affect the efficiency of its constituent parts, £nc adjust- 
ments in operating schedules can be made that will cut 
waste and increase profits at every point. 

It is especially necessary to bring into any conference 
on output or management schedules the heads of pro- 
duction departments, whether thqy be executives op not. 
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Departmental production schedules are by no means the 
least important of the necessary estimates that must be 
prepared ; and it frequently happens that internal adjust- 
ments can be made in the departments that will provide 
for increased production without greatly increased expendi- 
ture, yet which no clerical records would discover. 

Department managers and foremen, with their knowledge 
of the men and machinery under them, can often point 
the way to an increased production or an elasticity in 
departmental output that can be taken advantage of if 
necessary, and^Vnich might, ordinarily, necessitate either 
increased machinery or labour if left to simple analysis 
of office records by executives. 

Planniiijf for ^the future brings out in unmistakable 
manner the interdependence of every S(‘ction of a business. 

Every executive, every manager, and every foreman or 
chief clerk must be taken into consideration when scheduling 
production. Responsibility for details must be fixed, and 
control must follow well-defined linejs that will reach every 
section of the business? 

The scheduling of a factory’s output cannot follow a 
standard cour^ in every case, but an outline of the general 
requirement; of most businesses is shown in the diagram 
on page g06, jvhich also shows the various estimates which 
must influence the final output schedule. 

The schedule of output is naturally the first to be made Corrdat- 
up, and this is taken from the estimate of sales as prepared in^ the 
by the sales manager. Since the capacity of most factories BcJiedvlea 
is to some extent dependent on the financial department, 
a financial estimate should then be prepared which will 
eijablff expenditure to be controlled so as to keep within 
the limits of the capital available. This statement should 
not be a balance-sheet, but an estimate of actual cash 
available during certain periods, coupled with an estimate 
of the permanent expenses that must be met. 

A great help to the estimating of expense is the analysis 
of general factory expense in two distinct sections — charge- 
able and payable expense. These cover expense for which 
actual cash has to be provided in the one case, and legiti- 
mate expenses of operation which, while charged against 
production, are adjusted through the books. In this latter 
category would be interest on capital investments, such 
as machinery, land, or building cost. In the former, 
the cost of unproductive labour, current repairs, light, 
power, &c. ^ 
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From previous records some estimate of the labour 
necessary to carry out a schedule, both from the point of 
view of quantity and cost, can easily be obtained. This 
and the material schedules will provide details which, 
coupled with the estimate of payable expense, will provide 
a basis for estimating operating cost. It is then a simple 
matter to check this against the financial estimate, and 
to adjust all the schedules to the best advantage. It is 
frequently a great advantage to have even an approximate 
idea of the likely cash margin at a certain period, owing 
to the necessity for adjusting purchaseoS*'* to fit market 
conditions on the one hand and factory requirements on 
the other. Once the purchasing department has an idea 
of the material likely to be required o\jer a period, and 
the amounts available for investment in material, H can 
adjust buying arrangements to suit. 

Depart- Labour and material schedules are obviously prepared 
metual with the original output schedules as a basis. In addition, 
sehedulca departmental production schedules may be required, 
especially when a factory is operatirig on standard products 
which enable production to be closely analysed and dis- 
tributed. These departmental schedules will cover the 
portion of the scheduled output for which theMepertments 
concerned are responsible, and^ may be planijed iLneeesSary 
in conjunction with departmental labour and machine 
schedules. 

It is often possible to analyse not only the amount of 
each class of labour normally necessary to manufacture 
a definite amount of product, but also to obtain an 
accurate record of the number of machine hours necessary 
for each class of machine. When such information, is 
available, it is obviously a siinjde matter to schedule 
departmental production so as to show the maximum 
amount of labour that is necessary to fulfil an output 
schedule, as well as the maximum capacity of the 
machinery. • 

Such information will frequently enable a considerable 
amount of waste to be eliminated from departmental 
operation, as it not infrequently happens that certain 
departments arc in reality overstaffed or everSupplied 
with machinery, either of which conditions will result in 
waste. An oversupply of labour can easily^ be adjusted, 
and very frequently a too liberal provision of costly 
machinery in one department can be adjusted cither by 
transfer to a department where Jit is actually needed or 
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by providing additional work for it in the department 
where it is located. 

Scheduled production in one business located a serious 
leakage, caused by the non-operation of a certain class of 
costly machinery, which could only be operated for about 
45 per cent, of its possible time. In this case an extra, 
but minor, product, was introduced to take up the spare 
time of the machines, and with such success that, within 
a year from its introduction, it had created such an increased 
business that two additional machines had to be laid down 
to meet the deL^and. 

This is by no means an extreme case, as both labour 
and machine-time waste are common conditions in many 
factories. •Where only £1000 worth of machinery is in use, 
if figured at 10 p?r cent, depreciation and 5 per cent, interest, 
a nominal 20 per cent, waste of possible producing time 
means the addition of £30 to general expense that might 
be saved, even if a profit is not made in addition. 

Labour and material schedules should be scjiarated into 
two distinct sections# covering the originating and pro- 
duction departments of the factory. Frequently these 
two sections arc scheduled without further analysis, and 
cover ijl the work and material of the various departments 
includod^in them. 

Originating^ departments ^rc those which are concerned Or?gr»na- 
solely with the preparation of material. In an engineering tiTi^ and 
business, for instance, they would be the foundry and 
forge — departments concerned in production only to the partment 
extent of preparing material for the actual production 
departments. • 

Tha stores is also an originating department, and its 
stock must be scheduled to cover both material purchased 
ready for production and raw material purchased for 
initial preparation by the factory originating departments. 

In the manufacture of a standard product, the stock of the 
finished* stores, so far as it relates to finished parts ready 
for assembly, must also be scheduled ; and, whe^re necessary, 
assembled sections should also be scheduled so as to provide 
a basis for final erection. 

By^^chq^uling the various stages for production in this 
way a ba^s is provided for proper consideration of future 
contracts and for making aefinite promises of delivery. 

Once material and departmental schedules have been 
agreed on, the preparation of assembly and erection 
schedules is a simple matter, as they are naturally merely 
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a continuation of the departmental production schedules. 

In some businesses, where assembly of constituent parts is 
iiot a part of the work of the factory, stock schedules might 
easily be regarded as filling the place of final erection 
schedules, since in each case the idea is to obtain a basis 
for estimating with approximate accuracy ^ the finished 
product that will be available at a definite period. 

A vitally important record that should always be kept, J«oor. 
whether production is scheduled or not, is a lloor-planmng 
schedule. Working space is expensive, and should always 
be utilised to, the best advantage. This docs not imply 
overcrowding or even ov'cr-eoneentration of machinery in 
the productive departments, but means that the space 
occupied sjiould not be wasted in any way. 

Floor-planning schedules are simple to prepare, and 
simpler still to understand. The best type is one shown 
on the opposite page, which outlines the entire factory floor 
area on a single Siect, the spaces occupied by various sections 
of the business being filled in with different colours. 
Supplementary to Hu% is a record in figures at the foot of 
the sheet sliowing the area occupied hy each department, 
and as the sljccts arc filed concurrently the imu’ease or 
decrease ov^jr a period can readily be seen. The sheets can 
be ^irepared weekly or monthly, according to the require- 
ments oPthe llusiness. • . , • i j* i 

By this means a thorough knowledge is obtained of the 
actual space occupied by each department, whether 
ductive or unproductive, and any demand for increased 
space from any department can be closely analysed and 

adjustments made. . , . i 

Wiyi the assistance of a plan of this kind internal changes 
csfn often be made to better advantage than ever before, 
especially when departments or sections of departments 
which are closely connected have previously been separated 
by other sections. But the greatest advantage of such 
records qomes from the knowledge they give of unproductive 
space ; and when production increases to such an extent 
that enlargements of the productive departments are 
necessary, a thorough knowledge of the space in use through- 
out the factory will often enable the manager to redistri- 
bute the efepartments to better advantage, and meet the 
increased production without any further additions to 

the factory buildings. . ^ • t n 

Linked with the scheduled production, analysis of nooT 
space is of great advantage in planning the work of the 
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Advan- various departments. The knowledge of production capacity 
tagesof it provides is also of inestimable value to factories where 
(^yaing output is constantly increasing. 

noor apace infrequently happens that with a rapidly growing 

business a time arrives when demand cannot be met by 
output, owing to the fact that the extreme pressure is 
not realised until too late. With an advance knowledge 
« of available space and production capacity, coupled with 
a record of demand that would show the increase that 
might be expected, a manager could gain time by planning 
his extensions ahead and then readjustjitg his internd 
arrangements to meet the increase until such time as the 
additional space was ready. 

The scheduling of production details and influence will 
differ according co conditions, of course, anti it is impossible 
to lay out any definite plan for the factory manager to 
follow. Every manager or manufacturer^ however, can 
analyse his business from the point of view of the main 
principles of scheduled production, which cover estimating 
for the future on the basis of past insults, and the linking 
up of every section of the business into a harmonious 
whole, whieh will achieve a maximum of efficiency at a 
minimum cost. t ^ 

No one •section can be scheduled without consideration 
for its relations with the other sections, and^ every section 
has in some way or ether an influenee on the rest. The 
basis of scheduled production must therefore be a pro])(*rly 
designed internal organisation, without which no business 
can reach the highest point of efficiency. 
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PRODUCTION 

(3) CONTROL OF PRODUCTION DETAILS 

Planning a Control System : Simplifying and Concentrating 
Records : Clerical Control over Production : Progress Records ; 

• Keeping Promises of Delivery 

S CHEDULED production provides the main control 
over output, but though it influences every detail 
of prodTietion, through the knowledge it imparts of 
operating results, it does not, in itself, provide the 
machinery of control gver details. 

An instructive analysis of the numerous elements of 
control over p/’oduction details, so arranged as to be applic- 
able to all^ classes of manufacturing, would be a difficult 
thing to prepare, owing to the fact that in handling the 
detail Ade m manufacturing every main section of the 
business is concerned and has to be laken into account. 

This is not so much the case with the personal as with Planning 
the clerical methods of control. Personal control over®®^®^ 
manufacturing details naturally follows closely the lines 
of the organisation, and is, conseg^aently, fairly easy 
to follow. But to carry out clerical control over such 
clearly defined lines would entail a laborious multiplication 
of records that would entail both delay and expense. 

In handling clerical details the close interconnection 
of each department with the rest must be taken full advan- 
tage of, and where one record will serve in place of two 
or three, the obviously wasteful method must give way 
to the time-saving one. At the same time, it must be 
remembered that the concentration of clerical details 
at any point must in no way interfere with the elements 
of direct lontrol such details should provide over operating 
results. 

An example of this principle might be taken from an 
assembly order issued to complete a machine. In this 
final operation a great many departments will be concerned. 

• 217 
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The technical department will be directly interested in the 
details of construction ; the cost department in the final 
cost of erection ; the time department m the time expended ; 
the stores in the material used ; the progress department, 
in the progress of the work ; and the delivery and sales 
departments in the final preparations for delivery. 

Most of these departments will have instructions to 
I give, while all will be concerned in some clerical record 
that must be made. But instead of each department 
issuing its own instructions and each receiving a separate 
clerical record of the details in which it is concerned, the 
clerical details may be concentrated and^a single order 
made to serve for the whole. This order, again, may 
accumulate much of the information required by the 
various dcpartmc/its, though being supplemented, perhaps, 
by one or two additional records tliat need to be in hand 
before the order is complete, and by certain records that 
have to be available daily. • 

The cm- This principle of eliminating unnecessary records by 

centratim concentration can be carried out in ^ic office departments 
of records achieves its greatest saving in the productive 

departments, where the absence of clerical work helps to 
increase the production efficiency. * ^ 

. A fact that is often overlooked when endeavouf ing ^ to 
concentrate records is that while time may# be saved at 
one point, control may be weakened at another. The use 
of clerical records is based solely on control, and the 
weakening of control means the reduction of internal 
efficiency. Control must therefore be complete and 
efficient before any time-saving methods can be developed 
or introduced. 

Manufacturers who start from an inefficient organisation 
to try and build up an efficient system of control over 
production are generally faced with the problem of increased 
cost as they proceed ; and the more details of produce- 
tion they endeavour to bring into the control ^ system 
the greater the cost of clerical control becomes. As a con- 
sequence, they complain that organisation is expensive, 
creates too much detail, and is laborious and costly beyond 
the value of its supposed advantages. They cxpeqment 
with it a little and give it up. • 

Such men fail to realise that an efficient organisation 
must be a complete working machine and not a number 
of individual systems or methods, each independent of 
the other. When a man creates a new machine he makes 
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it complete in the first place, correlates its various parts, 
and gets it working and producing the result he has been 
aiming at. Once that result has been achieved, he then 
begins to simplify it, eliminating the useless parts, making 
one part do the work of two or linking its sections up to 
better advantage. 

It would be useless f^ him to try to improve each part pUeming 
individually without regarding its association with theaiocAinery 
rest, although he might, with expert assistance, manage 
to create in the first instance a nighly efficient machine 
which had a^ninimum of weaknesses. Similarly, while 
he might experiment with a single section attached to an 
old and inefficient machine, it would be no test of its final 
efficicncy,^and the result might be more misleading than 
instructive. • 

Yet men who know these things fail to ajiply them to 
their own businesses. Just as a modern machine in its 
final stages of development may not only be more efficient 
but cost less to run than a machine of an antiquated type, 
so the machinery of ^rioient control in a modern business 
can be more efficient and cheaper to operate than the old 
methods of nyinagement. Hut this point must be reached 
in both cas^s by one of three methods — either the gradual 
building up of constituent parts after careful experiment, 
or by tBc cr<jation of new <nachinery under expert assist- 
ance, or by building a machine to eiover every detail and 
subsequently eliminating the unnecessary parts, the latter 
generally being necessary in any case. 

Under any of these methods expense must be incurred. 

How great the expense is will depend on the method adopted, 
but Y^^l^^^ver the method, the creation of an efficient 
internal organisation in a business is worth many times 
the investment in initial exjiense. Frequently the expense 
will be covered by the saving effected in a single week. 

Never can the interest on the investment be compared 
with ordinary investment returns, but often runs into 
thousands per cent. 

Clerical control over production may be divided roughly clerical 
into two distinct sections, each covered by a separate set of control 
record#, though at many points these records may combine 
to save tfme and labour. These two sections control®"®”®" 
the technical and financial details. The one is concerned 
in the details of production as such, while the other is 
concerned in the details of production as they affect the 
financial side of the business. Most of these latter will be 
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covered in a later chapter dealing with factory accounting, 
and the present chapter will deal more with the control 
of details which are normally outside the range of the 
accounting system. 

One of the main points in this problem of production 
is that of location. It is impossible to control a part that 
is lost or strayed from its course, and if control is to be 
• efficient, a basis for it must be laid down by assuring that 
eveiything in the course of manufacture shall be trace- 
able and its position known. This entails the use of 
records that follow the movements of ev^y detail of a 
product. 

The process of tracing and speeding jobs in a manu- 
facturing plant will differ considerably according to the 
internal organisation and the product* manufactured, 
and no set lines to follow can be laid down for that reason. 
There are, however, certain main princij^les which will 
apply to most cases. The first of these is the centralisa- 
tion of progress records and progress control. That is, 
the entire records affecting location of parts or product 
and the progress of work should be available at some 
deiiiiite point in the organisation, and should, not be spread 
over the departments indiscriminately. • ^ 

Progress The aim of these records is control^ and control cannot 
defan- be efficient unless it is centralised. Many factories cen- 
tralise their control ever details by means of a special 
department, generally called a ‘ progress ’ department, 
which takes charge of all records affecting the progress 
of production. Such a department is designed to keep 
an eye on all departmental or factory schedules, and 
immediately a delay shows itself, is able to speed ijp the 
individual parts that are left behind, and thus keep the 
various sections of the work up to time. 

In smaller businesses the work of such a department 
may be handled by a single clerk, or as part of the work 
of a clerk, and is generally linked in some way with other 
record departments. This linking up is always necessary 
if the fullest advantage is to be taken of opportunities 
for saving time and labour on records, as records of progress 
are contained ordinarily in many other classes ^of rtcords, 
and rarely need to be specially prepared. 

As an instance of this, the time record may be men- 
tioned. Workmen invariably have to enter on^ their 
time record the time spent on definite jobs, and in the 
majority of manufacturing businesses at the present day 
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such records are available daily. Obviously, if a workman 
records on his time card the fact that he has completed 
the drilling of a set of parts belonging to a certain order, 
he locates the parts and their progress. Then, if it is 
known that these parts are still due to pass through two 
more departments, and that the section to which they 
belong is scheduled fo^assembly immediately, the record, 
points out not only the delay, but the point at which 'any 
^ hurry up ’ instructions must be directed. 

It is not sufficient for these tracing records to be in Tracing • 
existence, hoover. They must be assembled together deiaiU of 
and correlated if they are to achieve the purpose of con- 
trolling the course of production. Herein lies the necessity 
for a progress department of some kind or other, whether 
it is a special department staffed by a set of clerks or merely 
a set of rceords attended to as may be necessary by a clerk 
who is not otherwise engaged. 

It nnay happen, of course, that the product itself will 
not lend' itself to progress analysis through the time or 
other records. This® is especially the case when bulk 
products are handled or when a multitude of miscellaneous 
jobs pass thrdiigh the same hands continuously. 

In the l&ttor case a simple method that is often used 
is** to print j;he job orde^ with detachable slips which 
cover every operation. As the jobs pass through the 
departments these are detached and may first serve as 
labour reeords — whether the operations are by time or 
piecework-— being used as tracing records for the progress 
department in addition. ^ 

It is generally possible to record progress easier by 
meaifs of charts than by detailed records. Frequently 
the chart itself can be made to serve the same purpose as 
a clerical record if properly devised, while in some cases 
a chart ordinarily intended for another purpose may supply 
progress information. A chart illustrated in a later 
chapter^ of the present volume as an actual example of the 
charting of material, parts, and completed stock has 
frequently been used as the sole progress record. This 
chart^ shows scheduled requirements of each part of a series 
of machine sections, together with parts ordered as raw 
matefial or as finished parts, and parts in finished stores 
or refady for assembly. 

It therefore covers in itself the main details of a progress 
record^ but while a detailed progress record would take 
into account the variou^operations and departments through 
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which the parts must pass, the chart in question merely 
covers the raw material and the finished parts. In many 
businesses such a record used alone may be of service, 
particularly if the ordinary record system of the business 
provides the missing details in a readily aceessible form, 
so that in case of necessity they could easily be referred to. 
TJst of For general manufacturing pfrtf poses the stoek chart 

pi^reas is unsuitable, however, and special forms of tracing charts 
ehqrta frequently devised for recording details of progress. 

Several forms of these will be described later, but the 
main principles followed may be referred to here. Know- 
ledge of the operations and departments through which 
work must pass is the main basis in caeh ease. From this 
the work itself can be scheduled. That it, a liftiit can be 
set to the time the entire work should be finished and, 
if necessary, dates fixed as a maximum for each depart- 
ment. • 

Records of actual progress as provided by time* cards 
or progress slips arc then cheeked against the chart daily, 
completed operations being cancellra and delays marked 
prominently. The progress clerk is responsible for advising 
the departments which hold material that ib behind time, 
and chart records on which such advices are •shown help 
to call constant attention to Jhe delay unt^ the» wort is 
up to time again. ^ 

Very frequently, in manufacturing businesses, an entire 
order will be held up waiting for some simple part ; or 
the work of an assembly department will be disorganised 
pending the manufacture of a set of individual parts, 
which, through *laek of control, have been delayed. 
Scheduled production is designed to prevent such •varia- 
tions in production as this by demanding a sufficiency 
of parts for all current requirements, but unless some 
system of control over details is provided the schedule 
itself may fail to operate. The schedule merely supplies the 
basic demand for meeting estimated requirements, while 
progress control ensures the requirements being met. 

Ktepi^ Promises of delivery are dependent on an efficient control 
promises system for their fulfilment. Many firms operate what 
delivery they term a ‘ promise of delivery ’ system, which is ifterally 
a simple variation of the principle of detail contrbl. In 
such systems the knowledge of a definite delivery date 
enables a time to be set for every detail of the work to be 
completed, and the system, by following f;he principles 
of control already described, ensures the various sections ‘ 
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of the work being in readiness for the next department 
operation in sufficient time for the entire order to be 
finally completed within the promised time. 

Occasionally the ordinary control system will be supple- 
mented by a separate ‘ promise ’ system, so as to avoid 
interference with production details which have a more 
clastic time allowance which to work. In such cases t 
the * promised ’ production orders can be distinguished 
by a special colour, or the order immbcrs can be coded 
to show the cl^s of order. Progress on such orders is then 
recorded separately, for comparison with the specially 
scheduled times for the job. 

This us^ of a sej^arate record system for urgent orders 
will frequently fiolp to speed up the work well ahead of 
schedule, as the order gets special attention, and in the 
case of a good time margin gained by the majority of the 
sections, the schedule can be advaneed and the job hurried 
through well ahead of time. 

If records of urgeqj: orders were carried through with 
the rest of the factory w^ork, such opportunities might 
easily be missed ; and many firms who operate efficient 
progress systems for their ordinary work have found it a 
greg,t advantage to supplement them with a special ‘ urgent 
order ’ systen»for that reason. 
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PRODUCTION 

(4) MAINTAINING QUALITY OF PRODUCT 

4 

Modern Methods of Quality Control : Competitive Influences : 

Raw Material : A New Profession : Adjusting Control to the 
Factory System : The Inspection Laboratory 

A ll the main lines of control over production details 
arc indicated by the demands of business con- 
ditions. Success in business de|5cnds mainly on 
three outstanding features. These are quality, pridb, 
and despatch. Control over the epurse of production, as 
already described in the previous chapter, will meet the 
requirements of despatch ; and an efficient factory account- 
ing system will take care of the main details of cost, and 
thus help to meet the demands of price. The r^maiping 
feature that must be taken into account is lihat oi quality, 
and any efficient system of production control must be 
planned so as to ensure at every point the maintenance of 
quality in the product. 

Methods of quality control have changed enormously 
methoda oj during the past, quarter of a century. Rule of thumb 
has given place to scientific methods of inspection and 
testing, and, instead of an unreliable personal inspection 
of product, we have the accuracy of the chemist’s analysis 
or the unerring report of a finely graded machine that 
gives results of microscopic variations beyond the reach 
of any standard measurement tables. ^ 

Not many years ago a damaged machine meant the 
special manufacture of new parts, and careful fitting to 
assure accurate adjustment. To-day, standardisation has 
made it possible to heap together indiscriminately the 
thousands of parts comprised in a dozen delicatUy b^al^nced 
automobiles of the same type, and to build a dozen perfect 
cars out of the mixture without selecting any particular 
part for any particular car. 

Competition is forcing the development of quality control 

224 # 
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m all businesses, just as it is forcing the development of 
scientific management. A firm of machine manufacturers 
demanding a steel to meet a definite scientific test in their 
laboratories and to maintain a definite chemical quality 
throughout, enforce modern methods of quality control 
on, their suppliers. 

At one time it woujihave been sufficient to take the 
necessary materials a^ produce a steel from a known « 
formula. To-day it is no longer sufficient to work by 
formula. Certain materials, of a certain quality, made up in 
a certain way,s(ihouId produce a certain class of steel. The 
buyer demands that the steel be of a definite tensile strength 
and chemical quality. The seller knows that his formula 
will give that strength and quality if faithfully followed, 
and if the materials used are as ordered. These two ' ifs * 
enforce quality control on the supplier. To be sure of 
supplying the right steel he must eliminate the ‘ ifs ’ by 
makipg sure ^that the formula is followed and that the 
materials are chemically accurate in constituency. 

He, again, must oidcr his raw material to a definite ITow corn- 
standard. His suppliers, to meet that standard, have to 
enforce quality control in their business, or run *the risk of 
rejected material. In this way the links in control arc^^o 7 
forged l>y tl^o demands of competition, until every business 
concerned in fhe final product, whether it is a bridge beam 
or merely a ,^>implc spring in a minor part of a machine, is 
brought into line. 

The modern type of manufacturer docs not wait for this 
natural pressure of competition to enforce a change in his 
methods. Instead of waiting for the demand for a product 
produced to a scientific standard he creates the product 
before hias^competitors, .'ind gains, first a selling point, and, 
finally, a big lead in the struggle for business. 

Business is always waiting for the manufacturer who can 
meet a demand ; but the best business and the most profitable 
business, goes to the manufacturer who can anticipate a 
demand, or who can create a new or improved product 
that in itself will help to create its own demand. 

Progress is the insistent demand of modern commercial 
conditions, and one of the main stimulants to business 
progress i? quality— definable, scientifically accurate, and 
demonstrable. The price of quality is eternal vigilance, 
directed to the proving of every detail of material used, 
and the checking of every detail of production. 

The maintenance of a standard quality necessitates the 
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adoption of one of the main principles of modern manufac- 
turing organisation — standardisation. Only by thorough 
standardisation of material qualities, manufacturing pro- 
cesses, and tests of product can uniformity of quality be 
maintained. 

Cmtrol Quality control in any manufacturing business must 
over raw necessarily begin with the raw ^material. Unless this is 
material finished product cannot be right. Chemistry plays 

such an important part in the manufacture and preparation 
of raw materials nowadays that even in businesses where, 
under ordinary circumstances, a mechanical test would 
appear sufficient to apply to material, modern methods of 
manufacture and preparation compel the application of 
chemical tests in addition. < 

Thus come into being the factory ehemisf and the factory 
laboratory. These are the great safeguards to quality. 
Yet the work of the laboratory is not especially designed 
as a check over basic materials, but as a control ov^^r the 
technical side of production as a whole. Chemical analysis 
of raw materials is but one feature rof its work. Prepara- 
tion of forniuhe* for manufacturing purposes and the check- 
ing of ])roduct at various points in its course through the 
processing are others. One of its main features, however, 
is tlic control it is able to keep o\^er standardisation^ in 
results. ' ^ 

In one of the biggest biscuit factories in the country 
the laboratory stands both as a guard over quality of 
output and a control over cost. Faced with a raw material 
that is subject to wide fluctuations in i>rice, it maintains 
a normal cost by its knowledge of the chemical constituents 
of every class of material available. If one kind goes^up to 
a prohibitive price, it readjusts its formula for blending ’so 
as to get the same accurate result from raw materials which 
remain at a normal price. In this way it not only controls 
quality, but the price of quality, and standardises both 
the character of the output and its cost. t, 

Small businesses cannot maintain an expensive testing 
laboratory, of course, and in the race for trade might thus 
be placed at a disadvantage if technical assistance of the 
kind available to their wealthier competitors was not to be 
had. ® 

^Creating But just as the need for men experienced in the technical 
a new pro- features of manufacturing organisation has brought into 
feaaion existence the professional organiser — a man whose wide 
knowledge of manufacturing organisation is at the service 
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of any mamifacturer who desires to modify or improve 
lys organisation without the waste of time and the dis- 
organisation attendant on personal experimentation — so 
also has the need for expert advisers on factory chemistry 
brought into being the consulting chemist. 

As professions, both of these arc still in their infancy in 
this country, but in othdJ countries the consulting factory • 
chemist and the factory organiser or ‘ production engineer * 
have already established themselves. With the development 
of demand for advisory services of this kind the supply will 
undoubtedly rise to meet it, and even to-day no British 
manufacturer who is really in need of such assistance need 
be without it. 

Many of the biggest manufacturers of raw materials, in 
addition to guaranteeing quality as such, are always pre- 
pared to supply the small manufacturer with laboratory 
tests of the maftorial purchased from them, and when the 
firm is reliable and is maintaining a costly testing <and 
analysis laboratory of its own it may be safer to trust to 
its guaranteed specifications than to make insufficient tests 
in a minor way. • 

This is not lilways the case, as many big manufacturing 
concerns wMlch maintain their own laboratories have often 
proved. •But •to the small, manufacturer, faced with the 
option between the added permanent expense of his own 
laboratory and reliance on the manufacturers’ own state- 
ments of tests, the risk is worth taking, since it is, in any 
case, infinitely smaller than the risk that must be taken 
with raw materials bought on ordinary specifications. 

Between the careful testing of the raw materials and the Adai^ing 
final proving of the finished product there remain an infinite . 
variety of production details that must be controlled 
quality is to be maintained at a standard level ; but these system 
details arc so intermingled with other important details of 

E roduction that no separate quality control system could 
e used without entailing waste of time and labour. 

Control over quality must, therefore, be planned as a part 
of the ordinary control system of the business— not as a 
secondary consideration, but as a primary necessity. It 
must, InoroDver, be automatic in action. No amount of 
personal control will cover all the details affecting quality 
in a product, and unless the control system is closely linked 
with the other systems of production control so as to 
automatically check every step in production, important 
variations may be missed# 
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Formerly it was a common condition in manufacturing 
businesses for a certain proportion of manufactured parts, 
or some portion of the product, to be discarded at the final 
test. This elimination of product that failed to reach a 
definite standard was right in principle ; but it failed to 
take into consideration the most vital point in production 
control — the elimination of wayfic A part upon which 
fifteen distinct operations have been performed, and that 
has finally to be discarded as scrap, is in itself a heavy 
enough loss ; but if the error that causes the part to be 
discarded was committed at the seventh Operation, there 
has obviously been a preventable waste of labour on the 
last eight operations. 

Quality contre^, to be complete, must therefofe take into 
consideration not merely the production of a perfect product, 
but also the elimination of imperfect product immediately 
the imperfections are created, so as to •prevent further 
waste. This entails detailed inspection at every stage of 
production. 

The character of the inspection ‘Uevised to control the 
manufacture of a produet will depend considerably on the 
product it*sclf. In engineering and other businesses where 
a multitude of parts each necessitating septfratec manu- 
facture go to make up a complete product, ^jinspeetion* has 
to be devised so that it will cover each operation. This 
principle must be followed, in fact, in every business that 
aims at perfection of control over quality, though the 
application of the principle may differ in each case. 

In businesses where inspection is continuous and closely 
detailed, as in engineering, a special department is necessary 
to take care of it. Frequently such a department Can be 
made to follow the course of production and thus save 
excessive handling cost. In one factory, where continuous 
production of small parts is carried on, the course of produc- 
tion is in a straight line from department to department 
down the building. The various sections are sep&rated by 
the inspection departments, which link up at one end with a 
finished part store running the whole length of the depart- 
ments. 

In this case work automatically passes tfhrou|;h the 
inspection departments on its progress through the factory, 
and, if complete, is handed over to the stores without' 
passing into the departments again. Such a system is only 
possible where there is an enormous amount of inspection 
Jo be carried out. More generally f,he inspection department 
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is conveniently situated in some part of the factory, and 
small parts are transferred to it, as complete, by boys. The 
'higger parts are attended to where they stand by employees 
of the inspeetion department, so as to save the time and 
eost of constant removal from place to place. 

In the manufacture of many prcmucts inspection isZiujwe* 
purelv a laboratory opg:ation from start to finish, and only ^ 
samples need to be taken after each process is complete. 
Whatever the conditions, however, the principles followed 
should be the same. Every step in production should be 
proved before* the next step is taken. Every detail of 
production and every detail affecting the character of the 
product should be standardised. Last, and most important 
of all, inspection and every other detail of quality control 
must be autom^ic in action, eliminating imperfect product 
immediately it is created, and maintaining a fixed standard 
of quality through the perfect check that is automatically 
provided at eveiy point in production. 
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FACTORY ACCOUNTING-AND COSTING 
(1) COST OP PRODUCTION 

Results of Cost Control : Production Cost r^rime Cost: 
Selling Cost : Material Cost : Labour Cost : Cost Distinctions : 
Capital Charges 

H aving d^alt with the general principles underlying 
two of the three main requirements of industrial 
success — quality and despatch — thp third require- 
ment, that of price, must now be taken intg con- 
sideration. 

The price at which a product is s®ld is to an enormous 
extent controlled by competitive influences, and only when 
these competitive influences are reduced or eliminated by 
monopolistic conditions can the price be brought un^er the 
control of the manufacturer, even to a minor extent^ • 
The ultimate result at which all industry ^is directed is 

E rofit. Profit is the 'margin left to the manufacturer 
ctween the cost of his product and the price at which it is 
sold. Since competition fixes the selling price, any increase 
or decrease either in profit or cost must be adjusted between 
the two. Iiicreaijed cost of jiroduct must necessarily 
imply decreased profit, and i4ce versa. 

Control of cost details rests with the accounting section 
of the organisation. This section, in manufacturing, 
differs considerably from commercial accountancy, which 
is, to a great extent, laid out on fairly well-defined lines. 
Control of the financial aspect of manufacturing must take 
into account every influence at work in the business, and as 
these are both numerous and varied, and rarely operate the 
same in different businesses, factory accounting needs to 
be treated as a distinct subject instead of as an ^plication 
of definite accountancy principles to industrial requirements. 

There is, in fact, a very distinct dividing-line between 
the two accounting sections of business. Modern industrial 
organisation has created its own accounting principles, 
and these differ considerably from the general principles 

230 ' 
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which arc still applied, and which were originally designed 
,, to meet the requirements of the earlier forms of business 
control. Analysis of details, instead of being left to visiting 
inspectors, is now necessary as a part of the permanent 
system of records. To-day the factory executive needs 
to know, not once a year, but every day in the week, what 
his business is doing. •. ^ 

Even one of our best-known accountants has been comr^Anexperi'a 
pelled to admit that ‘ systematic recording of costs is oj 
quite a modern innovation, and really scientific schemes are 
rare ’ (Mr. JcAn Mann, jun., Vol. II., ‘ Encyclopaedia of 
Accounting ’), and has described lucidly the essential 
difference between ordinary accounting principles and 
modern njcthoc}^ of factory accounting as follows : 

Cobt records aro an analysis, a separating of details and particulars of 
costs, while, on the other hand, an ordinary profit and loss account, or a 
trading account, i% a synthesis, a grouping together of results. 

[n ipany cases the ordinary trat&ng account is merely a locked storehouse 
of most valuable information, to which a cost system is tho key. Many 
trading accounts, if not sunplomented by cost accounts, aro not very far 
removed from tho crude method of ascertaining profit which consists of 
comparing statements of affairs at the beginning and end of a certain 
period. The difference is called a profit or loss, but it is mdiroly tho result 
of a heterogeneous mass of figures, and often a most unreliable result, so 
mijph so that in certain trades a profit and loss account without a cost 
system may soiin^timcs bo merely an unreconciled difference in the books. 

Ine balance of profit and loss wfltten off is often the difference of much 
larger profits or losses on different items that appear on tho surface, just 
as an apparently trifling difference in balancing a set of books may prove 
to be the result of errors of hundreds of pounds on each side. 

Cost records traco tho factors or elements of production to their sources, 
and if desired they show what each contract or sale has contributed to 
profits or losses — that is, they break up the produebinto its constituents. 

Provided care is taken to avoid clerical confusion it is generally correct 
to say that tho moro minute the analysis the more valuable does it become. 

To the professional accountant all costing systems seem strange at first, 
and the new ideas disconcerting, if not repellent, especially &oin their 
novelty. 

It must be admitted that there aro great difficulties in tho way of really 
accurate ^ cost-keeping, but these difficulties arise rather in devising a 
workable' system than in carrying out a system once it is adapted to suit 
tho circumstances. 

The frequently expressed fear of increased clerical expense is largely 
imaginary. Good costing is not an expensive luxury. Any reasonable 
expoqie is found in practice to bo fully compensated by many savings 
and economies and real gain in efficiency. Cases exist of a sound system 
being Vorked by fewer dorks than were required to handle a mass of 
wortmess makeshifts. 

The terminology of the subject is in its infancy and is at present rather 
confusing, but the absence of uniform nomenclature is nut surprising in 
view of the novelty of the subject, and tho prevailing scerwy regarding 
systems adopted. ^ 
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How modern methods of financial control have changed 
may be gathered from the experience- of a well-known firm, 
which, up to a few years ago, knew only once a year what 
its financial condition was, and which found, year after year, 
an untraceable waste in a valuable raw material which 
amounted to hundreds of pounds in value. 

Jiesulta of Last year this firm knew its waste week by week almost 
coatcofUrot to a pound, and was able to control it so efficiently that the 
difference on the year’s working amounted to only a few 
shillings. In this same business a test of internal efficiency 
occasionally applied to the working of its (^n accounting 
department is the preparation of a complete balance-sheet 
to date at an hour’s notice. 

Outside accountants are still called once ^ yea** to verify 
the accounts, but instead of waiting for their report, a 
complete knowledge of the financial details of the business 
is now available every day of the week, ajjid the work of 
the accountants consists solely in verifying the accuracy 
of the figures which arc continuously and automatically 
provided by the system in use. • 

Control, to be efficient, must be continuous, and unless 
the manufacturer adopts modern methods cf controlling, 
not only production details, but cost details, h» caiv never 
handle his business to the best advantage. ^ • 

There are many elements in6ludcd in the*final cost of 
production that are neitfher definite nor directly chargeable ; 
and these indefinite details are generally the ones which 
fail to receive proper attention either from manufacturers 
or accountants. 

In order to bring these important details of cost forcibly 
before the manufacturer it will be necessary to closely 
analyse the whole problem of production cost, so as to 
separate it into its main elements. These can then be dealt 
with both collectively and individually so as to cover the 
entire subject. 

Develop- The first element in production cost is that of labour. 

In the days before factories existed, or before land was 

T^wiion entirely privately owned, material expense did not exist. 
Neither did any other expense but that of the labour 
necessary to find and manufacture raw material^ into the 
necessaries of life. • 

Such cost was then merely relative, and not until com- 
munal life brought into existence the individual craftsman 
did it begin to have an actual and definable value. When 
the craftsman had to devote his w|iole time to his crafts- 
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manship others had to devote their time to the discovery 
dof material on which h'e could work, and to the value of his 
labour then came the added value of material, for which the 
finders had to be paid in value. 

At this stage of manufacturing development material 
and labour were the only constituents of production cost. 

Here, however, comes ihto the field of inimence the land- 
owner, bringing a new element into cost, viz. expense, 
created by the payment of rent for the space on which 
production is curled out and for the ground from which 
materials are talccn. 

Actually the only real elements entering into a product 
are those of labour and material, and the cost of these 
together is ^enci«lly known as prime cost. Prime cost is 
the same to-day as it was when it first originated, but the 
remaining element of cost — expense — has grown with the 
development of business until it now includes innume]:able 
details* each of which has come into existence through the 
natural development o| manufacturing conditions. While 
each of these conditions is traceable to its source, just as 
are the elements of prime cost, no useful purpose would 
be served by dealing with their history in the present « 
volume.® 

Product, whan manufactured, must be disposed of. This idling 
introduces the element of selling cost into the list, and, 
so far as cost is concerned, completes the main elements of 
which it consists. Profit being the aim of every business, 
the price at which a product is disposed of must leave a 
margin after cost has been provided for. JThis final selling 
value, or selling price, is therefore made up of the following 
main elements : 
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Theoretically, profit should always be a part of selling 
cost. Literally it is the balance left from selling cost after 
dll cost has been met. If cost to produce exceeds the price 
at which product is sold, the difference is loss. Obviously, 
therefore, it is necessary to know exactly what cost is 
before any balance of profit or loss can be ascertained. 

, This necessitates every detail *0#* cost being taken into 
consideration, and only by close analysis of the constituent 
details of cost can this be done. 

• Prodwi- Production being the first consideration, it is necessary 
lion cost now to return to the question of cost to make. It should 
be mentioned here that a considerable difference of opinion 
exists regarding the exact meaning of ‘ prime cost.’ The 
phrase has been referred to because it isigencfhlly used in 
referring to first cost of production; but, while one- set of 
authorities imply by the term nothing more than the actual 
cost of the material used, and the direct «labour necessary 
to turn it into a finished product, another set imply* by the 
term a collective manufacturing cost which includes the 
expenses of direct production (such fts machinery and factory 
administration) but omits all expenses not directly applied 
to production. 

It will simplify matters, therefore, if the vaWou#- sections 
of cost are referred to in the present volunje under names 
which will not be in^any way open to misunderstanding. 
The classification preferred by the writer in segregating 
costs is us follows : 



In this way first cost — that of material and the direct 
labour necessary to make it into finished product — is made 
the basic cost of production, and )ill expense, whether direct 
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or indirect, is added afterwards. This basic cost covers 
two out of the three main elements of the cost of production, 
and as these elements require constant supervision and 
control, any method which complicates their analysis bv 
the addition of extraneous details is not likely to be of muen 
assistanee to the manufacturer who is unfamiliar with the 
numerous intricate phases f>f the costing problem. 

No further analysis of the two sections of basic cost is 
necessary when they are treated in this way, except in 
occasional cases where certain portions of the cost of material 
are not directlj^ncluded in the price charged for it. As an 
instance of this, material purchased ‘ free on rail ’ at a 
distant point may be referred to. Here material cost is 
incomplete,* bec^se basic material cost means the cost of 
materjial at the point where it is used. 

To nominal material cost in such cases must therefore Material 
be added cost gf transport and any direct handling cost 
that may occur outside the factory itself. This is vitally 
necessary if costs are to be equitably distributed, as material 
is purchased in many different ways, and a definite basis 
must be fixed for charging it in cost, or serious errors may 
result. The following distinct analyses of cost df material 
will shci^v clearly that only one basis is possible if accuracy 

is tcH)c ijiaintained, that basis being cost at factory : 

* 


COST OF MATERtAL 
mousHT QN rRt£ oenvewr txrms 


I COST OF MATERIAL | 

|C0Sr OF TRANSPORir\ 

I COST OF COLLECTION^ 


COST OR MATERtAL 

« 

( YtAREHOUSING CHARGES [ — 

I rRfKN^PORT^ — 

I ! N S U F^ANie 1 ■ ■■■ " 

\cosr OF coiLecT/oN \ » 


■ MATERIAL COST 
AT FACTORY DOOR 


It is unnecessary to treat direct labour cost in this way, 
because direct labour has no incidental expenses outside 
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the factory which need to be taken into account. Such 
details of direct expense on productive labour as may 
exist are common to all labour, and do not affect individual 
orders differently. Details such as insurance and the cost 
of an employment department, for instance, while they 
may justifiably be treated as a part of the cost of direct 
, labour, are for the benefit of the ^h6le, and their cost should 
therefore be distributed over the whole as part of the 
general expense. 

factory Having dealt with the basic cost of a product, we now 
come to the next step in costing — the anSysis of factory 
cost. Factory cost, as covered by the diagram previously 
given, covers the actual cost of manufacture in the factory. 
There are many details of cost which cnt«r intfi a product 
and which are covered in the total ‘ production cost ’ .which 
are not, in reality, actual manufacturing cost. For this 
reason a distinction has been made between ‘ factory cost,’ 
or direct expenditure which is incurred in the actual 'manu- 
facture, and ‘ production cost,’ which is factory cost plus 
extraneous expenditures which, Vhile unnecessary to 
manufacture as such, are nevertheless necessary if 
manufacture is to be carried out economically. 

This distinction between ‘ factory cost ’ and*‘ production 
cost,’ however, is not, and never can be, n^de » definite 
principle of costing. .This brings up the difficult problem 
of fixing divisions between the various sections of cost. 

The division of cost into its main constituents cannot 
be standardised. The dividing-lines must always depend 
primarily on the business itself; and, in addition, on the 
controlling force of the cost department. So many details 
of cost arc indefinite, and so many influences are constantly 
at work affecting it, that accuracy in costing dei)ends to an 
enormous extent on the experience and ability of the 
individual who controls it. The greater his knowledge of 
the subject the more efficient he can make his system, and 
the greater the accuracy he can obtain through hSs ability 
to analyse and define the continuous variations that occur. 

Opearating Many manufacturers have an idea that once a costing 
system is installed, any pound-a-week clerk can run it. 
This is a great mistake. No man who is unfamiliar with the 
basic principles of costing can operate a costing ^system 
efficiently, any more than a novice could operate the 
switchboard of an electric lighting station. The equipment 
may be there, but unless technical knowledge is applied to 
its operation it cannot be operatedfcfficiently. 
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Costing pays for itself in the control it gives over every 
detail of production. A clerk put in charge of a factory 
cost system may manage to operate its mechanical features, 
but he cannot operate the features in which the human 
element plays the greatest part. His value, and the value of 
the system, will depend on his knowledge and ability, and, 
value against value, a manufacturer could better afford to 
pay ten pounds a week to a man who understood costs 
than one pound a week to a mechanical operator of a 
mechanical cost system. 

An analysis ®f costing principles will be easier to under- 
stand if the two sections of expense are treated separately. 

This docs not imply the creation of such a division w'hcn 
applying a cost system to factory conditions, as in 
numerous businesses practically every detail of indirect 
expense can be distributed over the product during manu- 
facture without jmpairing the efficiency of the costing system 
as a whole. But in no case should a distribution of indirect 
expense be made, unless means of subsequent analysis 
are provided by the sy«tcm. 

So long as the clerical records will permit of expenses Divisions 
which arc charged against product being recorded in detail, of expense 
and snlj^equently checked and classified, it is rarely necessary • 
to mak^ two divisions of expense for charging purposes. 

The main pofht to consider is that the two divisions do 
actually exist, and that each is influenced by different 
conditions, so that if treated separately in the final analysis 
of cost and in the schedules of expense on which cost is 
based, they can be checked separately, and a better control 
be thus obtained over each. , 

Profit, again, is not actual profit until it lias paid all its 
standing charges. The main charge against profits is 
interest on capital. The demands of governments, munci- 
palities, and secure institutions of different kinds create a 
constant demand for capital at definite rates of interest, and 
these rates, while low, are nevertheless always obtainable. 

In this way a minimum rate of interest for ‘ safe ’ invest- 
ments is created, and industry, owing to the elements of 
risk attached, must offer higher rates in order to attract 
capita4. These higher rates vary with the security and the 
safety of the undertaking. But, whether high or low, they 
constitute a direct charge against the earnings of a business. 

Profit, therefore, in the concrete means the actual cash Capital 
balance after every charge against the product has been charges 
met, including interest on the capital employed. It matters 
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little whether the capital is the property of the owner of 
the business or not. Its demands must be met, since, if a 
higher return for the investment is available elsewhere, the 
business is making a loss, no matter what its nominal profit 
margin may be. 

The existence of such conditions obviously drives the 
manufacturer back on to the oiAy point in his business at 
which he can increase profits, viz. the dividing-line between 
cost of production, plus capital charges, and selling price. 
Control over selling price being outside his infiuence, and 
capital charges being, in addition, more of less fixed and 
unalterable, he must reduce his production cost if he wishes 
to cither increase his profits or maintain them at a normal 
level in spite of any gradual reductions in gelling price that 
may be enforced by the demands of competition. , 



CHAPTER XIV 

FACTORY ACCOUNTING AND COSTING 

(2) THE PROBLEM OF EXPENSE 

• 

Selling Expense : Manufacturing Expense : Methods of Expense 
Distribution : Maintenance Expense : Property Expense ; 

^ Direct and Indirect Factory Expense 

T O reduce cost of production the manufacturer must 
know how it is made up, what it consists of, and 
where ifc offers opportunities for reduction. ^In 
•the preceding chapter cost was classified into three 
distinct sections — labouj, material, and expense. Theoreti- 
cally the first two of these offer little difficulty in control, 
though in practice they present numerous delicatcb problems 
of cost control which arc by no means easy of solution. 

Compared Vith the jiroblem of expense, however, they arc 
coni^rattvcly ^asy* This yroblem of expense permeates 
every detail of cost, and covers the most difficult problems 
of material and labour cost. Once these have been dealt 
with the remaining details of labour and material cost will 
be comparatively easy to explain ; whereas to deal with these 
subjects first would entail a complicate(^ explanation of 
their relations with expense that would in no way help to 
incrca^ the lucidity of the discussion. 

A close distinction must be made between the two main Two sec- 
sections of industrial expense. These two sections arc tiona of 
manufacturing and selling. Literally, the manufacturing 
section is independent of the selling section, in the sense 
that whether sales are made or not, manufacture can 
proceed. Again, it is possible that a factory will be devoted 
solely to manufacture, and the sales of product be carried 
out by a totally distinct organisation. 

This^leads to the division of manufacturing and selling 
cost anfl expense, and as this volume is concerned solely 
with manufacturing, only expenses which affect manu- 
facturing will be taken into account in detail. Praetically 
speaking, the dividing-line between the two sections occurs 
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at the factorjr door. The order to manufacture creates the 
division, and it may be taken as a well-defined principle that 
all expense incurred prior to the issue of the manufacturing 
order, or that ensues after the ^oods have been finished 
ready for sale, is not concerned with manufacturing, but is 
entirely a legitimate selling expense. 

Incidental details that are closely linked with selling 
expense may, of course, be chargeable to manufacturing. 
For instance, where an executive staff is concerned both 
in selling and manufacturing, its cost may be divided be- 
tween the two in equitable proportions. * Similarly, when 
the oilice staff is handling details of selling as well as 
manufacturing, a distribution of the expense incurred must 
be made. 

This close div^'sion of the two main sections of expense 
greatly facilitates the designing of suitable metlnods of 
control. Generally speaking, even factories which have 
outside arrangements for disposing of product have some 
details of selling expense to meet, and the fact thdt these 
are small should not in any way p^revent them from being 
taken into account. Only by close analysis can accuracy be 
assured, ,and unless every detail of expense is specially 
cared for, the results obtained cannot be satisfactory. 

SellxTig Selling expense, or, as it is frequently termed,* ‘ cofnnjprcial 
expense expense,’ is not a charge on ^product in course Of manu- 
facture. It is a charge on product after manufacture, and 
its distribution is therefore best carried out by charging to 
each order any special expense it has incurred apart from 
the business as a whole, and distributing the remainder 
of the expense over the business done 'pro rata to value. In 
this way a definite selling expense on each order can be 
obtained, and by careful analysis and coniparisoVi it is 
possible to locate any increase in selling expense, as well as 
to locate tjie cause. 

Manufacturing* expense differs considerably from selling 
expense in that it is more generally chargeable dircet on 
the cost of each order. This is the case, at least, with 
certain parts of manufacturing expense, although other 
sections of expense arc common to the whole factory and 
must be distributed over the ptbduct equitably. ^ 

Divisions These two divisions of manufacturing expense ar^e known 
manu- as ‘ direct ’ expense and ‘ indirect ’ Expense. Excluding 
cost of material and productive labour, expense generally 
^ is also kpown by many different names, such as ‘ Durden,’ 

‘ onco§t,’*‘ establishment charges,’ and ‘ overhead expense.’ 
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Diredf expense is that which is directljr incurred hy ’a 
product in course oi manulacture. Manilfacturerist as welP 
as accountants often fail to fix expense details in their 
proper classification owing to the fact that much of the^ 
indirect expense of manufacturing can, with proper analysis/ 
be distributed over product as it is manufactured. It thus 
becomes chargeable a» direct instead of indirect expense, « 
and if an accurate classification is to be made it is obvious 
that some definite principle must be laid down on which 
expense can be analysed. 

While there iflay be cases where conditions favour elasticity 
in the application of the principles of expense division, it 
may be taken as a safe rule to follow that anything which 
is in any •way^directly chargeable to product in course 
of manufacture should be so charged as direct expense. ^ 

Unless this is done, many points of value to cost analysis 
will be missed,^ and the distribution effected will show 
results which may prove misleading. 

An actual instance of this may oe referred to here, and 
is of special interest Ss it led to serious conditions before 
the matter was properly adjusted. In this case, a wood- 
working factory was operating three distinct departments 
— a timber yard, a machine shop, and a carpentry 
depjrtment. ^ 

Each handled different classes of work, and orders were TTron^ 
taken for each separately and for th?5 three combined. The methods of 
expense of the entire business was chiefly charged as 
‘ indirect,’ and was added to material and labour cost as a 
percentage. Yard business having fallen off to a minimum, 
while, in spite of careful charging, profits failed to appear 
in th^annual balance-sheet, a careful analysis of the business 
was made. * 

• In this analysis, every possible detail of expense that 
could be charged direct was taken into account. As ^ 
result, it was proved that, while under previous turnover 
a charge of 20 per cent, on direct cost covered all expense, 
mder the changed conditionl^ it required fully 30 jjer cen,t. 
to cover it. Of this 30 per cent, nearly half was incurred 
in a single department which eqtailed nearly five times the 
expense of^ another department. The charging of expense 
directly over the entire factory thus proved totafiy deceptive. 

The yard was found to bearing a proportion of the 
heavy burden of the machine and power departments, 
while actually it was totally independent of either. This 
saddling of one department's expense on another relieved 
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the formally heavy department of much of its burden, 
and costs figured for each thus unduly favoured one at the 
expense of the other. 

Every batch of timber sold in the yard carried the firm’s 
average of 20 per cent, expense, while, as a matter of fact, 
the actual ratio of expense was pearer 5 per cent. Similarlv, 
the machine de])artment, with aft actual expense of nearly 
*60 per cent., was only bearing a third of that rate. As a 
consequence high prices ruled in the yard, which kept 
business away. Low charges for machine work brought 
business which, while it nominally showetf a profit, was 
actually being carried on at a loss. Turnover maintained 
at a normal level showed gradually decreasing profits every 
year, which the accountants failed to tracc,^to their source. 

Finally, the fiKm’s auditor engaged a cost expert to 
analyse the records, and from his detailed report a system 
was devised which covered every detail of ejjpense and whicli 
ensured an actual profit on every order, whether carried 
out by one department or by the whole factory. 

Elasticity m the charging of Hidirect expense must 
therefore create a danger-point which only an expert could 
steer clear otf. The manufacturer should avoid such intricate 
problems in costing, and, in order to do this, he mu^t leave 
as little as possible to chance. By far the ^fest prinljiple 
in dealing with expense is to regard every aetail that can 
possibly be charged direbt as direct expense, and only details 
that are so indefinite as to be impossible to distribute over 
individual jobs should be left to ‘ indirect ’ expense. 

Direct manufacturing expense covers a multitude of 
details, which resolve themselves into distinct sections. 
The main sections of direct expense are set out iu the 
following diagram : 

Direct Exfei^se 


MAINTENANCE 

Rent, or Interest on Property 
Investment 
Heating and Lighting 
Rates and Taxes 
Insurance 

Hire, or Interest on Equipment 
Investment 

Depreciation of Property or Equip- 
ment 

Repairs and other Expenses of Main- 
tenance 
Power 


GENERAL 

Supervision and (Control 
Unproductive Labour 
Material Expense and Waste 
Labour Expense 

Incidental Expense, such as the 
cost of indirect material used in 
processing, and which fs not a 
constituent part of the product 



FACTORY ACCOUNTING AND COSTING 248 

Each of these again can be rolit up into minor sections* 

Some of the main sections, such as interest on capital, are 
not further divisible into minor sections in themsdvcs, but 
should be departmentalised, so as to distribute the total 
cost of the section over the main departments of the business. 
Expense which is a direct departmental expense must alwaj^s 
be charged direct to departments, but expense which is 
common to the entire business may be distributed equitably * 
over the various departments concerned. 

Maintenance expense, for instance, will resolve itself into Mainien* 
two distinct d^isions — property and equipment. Equip- 
ment is nearly always departmental in character, vnth the 
exception of power and certain classes of handling equipment. 

Power being takgn by each department in varying amounts, 
a basis must be fixed that distributes the power used by 
the factory equitably over the departments. It can then be 
redistributed over individual machines if necessary. 

Equipment, o^her than that of power and general, equip- 
ment not common to any individual department, must be 
distributed over the departments according to the interest 
they have in it. It would obviously be wrong to take the 
cost of handling equipment used solely by two or three 
departments and distribute it over perhaps a dozen. Care 
in planning distribution of expenses of this kind is therefore 
vitally necessa%. • . 4 . . 

Property expense is generally the easiest to distribute. 

In this case we have a definite basis for distribution in the 
space occupied by each department, though this is not 
generally an equitable method if only a single distribution 
is made in this way. Site cost should first be distributed 
by charging all buildings with a site expense based on the 
actual proportion of site* area they occupy, all space not 
occupied by buildings being valued separately, and dis- 
tributed over the buildings according to relative site area. 

This, however, excludes land reserved for future develop- 
ments as well as site areas used by^ distinct departments, 
such as the loading yard of the shipping department. 

Capital invested in land for future developments is not Property 
a production expense, and the same might be said of capital 
invested in other ways and not applied directly to production. 

The basic ^dea of capital investment for the future is to 
save money. If a thousand pounds is invested in land, 
which is not to be used for five years, the cost of the land at 
the end of that period will be capital cost, plus interest on the 
investment and rates and taxes. The total may thus figure 
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about £1800. By that time it is possible that if it had to be 
purchased the land would cost nearer £2000, which thus 
shows a saving on the cost of the land. The cost of retaining 
the land, however, is no part of the working expenses of 
the business during the time it is held out of use, and only 
comes into production cost as^ part of the site cost of any 
buildings that may be erected bi> the sitb at a later date. 

Having distributed site expense over the buildings, the 
building cost must then be analysed, and its total expenses, 
including site expense, distributed over the departments it 
contains. Incidental expenses, such as fight and heat, 
may, if general to the entire buildings, be included in the 
total building expense and distributed over departments 
according to floor area. Any purely depaj^tmextal expense 
must be charged directly to the department. 

In this way a departmental building expense is obtained. 
The various sections of equipment expense must then be 
treated in a similar manner, all direct departmental expenses 
being charged to the departments and other expenses 
distnbuted over the departments According to the most 
equitable basis of distnbution that can be found. This 
may be by floor area, or productive labour employed, or 
may even have to be carried out by some experienced 
employee according to his own knowledge of the condstions 
under whiclj the expense is incurred. No definite standard 
of distribution can be*- fixed for factories generally. Each 
must adapt the principles of distribution to their own 
requirements. 

Direct and Of the main elements of direct factory expense, super- 
indirect vision and control are, perhaps, the most important. These 
factory cover the labour of foremen, managers, and executives 
expense directly engaged in production; If indirect expense is 
treated separately, a division must be made between direct 
and indirect supervision. Foremen, managers of depart- 
ments, and working executives are all cogs in the wheel of 
production, and as such their labour must count as a direct 
expense.^ Certain of the office departments, again, such as 
the costing and time offices, and the general office depart- 
ments which deal with the records of material and wages 
are also directly concerned in production details. * 

The cost of sleeping partners or nominal executives who 
take no direct interest in production is an indirect expense, 
and as such should be kept separate from the expense of 
direct supervision. Office departments which are not 
directly concerned in the manufacturing side of the business 
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would also be treated as indirect expense if their cost could 
not be directly charged to selling expense. 

Once a factory has planned its expense and fixed the lines 
of expense control, schedules must be made up to which all 
expense details can be posted for analysis. The preparation 
and use of such sclj^edules will be described in* the second 
section of the present voluiftc. 
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CHAPTERr XY 

FACTORY ACCOUNTING AND COSTING 
(3) THE DISTRIBUTION OF EXPENSE 

Planning an Expense System : Distribution by Production 
Units : Distribution by Machines : Inefficient Distribution : 
!Uy-products ; Indirect Labour : The Analysis# of Distributed 
^ Expense , 

T he charging of expense, whether direct or indirect, 
must be done department ally. As the example 
given has proved, every section of a manufacturing 
business has its own interna^conditions which affect 
the ratio of expense it entails. Close departme^ntalisation of 
the business must, therefore, be carried out for the ^lurpose 
of charging expense equitably over the entire Ixisiness. 
This departmentalisation need not necessarily follow the 
lines of the Ixecutive organisation, and, in met, it is often 
found that tne planning of departments for financial control 
entails an entirely different scheme from that which is used 
for departmentalisation for executive control. 

In planning departments for costing purposes it is 
advisable to treat. tnem, as far as possible, according to the 
class of labour employed and the class of work done, subject 
to the conditions of the buildings permitting it. When 
properly planned, of course, such departments are self- 
contained and arc not scattered indiscriminately about the 
plant, and as it is impossible to treat of conditions which 
arc foreign to efficient organisation principles, owing to 
their infinite variety, any suggestions given will presume 
some definite plan of construction and departmentalisation 
having been already laid down on efficient lines. • 
After departmentalisation has been carried oi»t, the 
departments themselves may need to be section^sed^. This 
is generally the case with machine departments, o^ing to 
the differences in expense entailed by the use of different 
classes of machinery. A modern application of this principle 
has been the introduction in certain manufacturing plants 
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ot a system of production units^^ these being either machines 
or sections of departments which carry a distinct expense 
ratio that is different from that df other units. By this 
means the distribution of expense over the product is 
simplified. 

In a modified way this system is the ofie generally DmIts- 
. employed in all businesses* where any serious attempt is btatfiff 
made to distribute expense equitably, though generally 
method adopted is to treat each individual machine as 
separate production unit, and to make even a big department 
into a single unit so long as its expense ratio is approximately 
the same throughout. In certain businesses, however, this 
is impossible owing to the small amount of work done by 
each maclunc on a product, and in such cases machinery is 
generally departmentalised, and the expense distributed 
dep&rtmcntally. 

The principle of treating machines as individual production 
uni^!^ for the jfiirpose of charging expense is undoubtedly 
sound, as it closely allocates the expense of machinery and 
power, which, in mast businesses, make up the greater 
l)ortion of manufacturing expense. This method, in 
addition, ehables departmental expense tp be easily 
distrilyited in departments where only machine work is 
carseied out. 

The general details of t|^e principle may not apply to all 
classes of business, but will certainly apply^ to d:he great 
majority. Machine cost is taken into consideration as a 
continuous interest charge against the machine. That is, 
interest on capital used in purchasing the machine, plus a 
fair allowance for depreciation, is taken as a foundation. 

Ppwer.cost is then added, according fo the actual power 
used by the department, which is distributed over the 
machines according to the amount of power they require. 

Power cost, again, must be closely separated, and 
equitably distributed so that the year’s total cost will be 
covered by the rates charged against the machines. 

In addition to this there are other general and main- 
tenance expenses, such as rent, light, heat, &c., which arc 
purely departmental in character, and which are distributed 
as qnuitably as possible over the machines in use. 

When this has been done we have a composite expense Diairi- 
charge against each machine, wWch it must earn in the^*^»»v 
course of the year— or shorter period, if one is fixed — and 
which includes every detail of departmental expense in 
ecpiitable proportions, Taking the approximate number of 
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hours the machine will be in operation, and dividing them 
into the machine’s quota of expense, we get a per hour 
expense rate, which, charged against jobs handlca, ensures 
every detail of expense being charged against product in 
proper proportions. 

When similar machines arc run in batches a rate can be 
fixed which will be the same-fqr each. In dealing with 
^other departments where labour only is employed, the 
principle can still be followed, either by dividing the depart- 
ment into separate production units, or by treating the 
entire department as a complete productionrunit. In such 
cases the expense is sin^ilarly totalled, and is distributed over 
the labour employed according to the total number of 
productive hours worked, this being obtained by totalling 
the nominal wo^sking hours of all the productive labour 
cnmloyed. 

Productive hours, both of men and machines, are the 
basis on which expense is generally figured,* as this presents 
not only the simplest but the most equitable distribution 
over the product handled. Cases ^may occur, however, 
— especially in businesses where a number of men or an 
entire department handles one machine — where machine 
expense as & separate item is eliminated, all departmental 
expenses, including machine charges, being included ini the 
labour rate of expense. * 

Two formsiof expense, which farcly receive the attention 
they deserve, are material and labour expense. Material 
expense, as distinct from material cost, consists chiefly of 
waste and handling cost, and it will depend considerably on 
the character of the business what method is adopted of 
distributing tliis Over the product. Where only a^ few 
classes of raw material are used, e^^ch going to make up a 
single final product, waste can be averaged over the product 
very easily. It is when a great number of both raw materials 
and products are used that it presents the greatest difficulty. 

As an instance of this, timber may be taken as a typical 
example. Mahogany, one of the most expensive kinas of 
timber, shows a considerably greater percentage of waste 
than pine, which is one of the cheapest. A pine board 
can generally be used from end to end ; but it is a con^mon 
condition for a mahogany board to have a foot or So sA each 
end so split or damaged as to be.unusable the full width of 
the board. 

Taking 12^ ft. as an average length of board, and Sd, 
and 7|d. as the prices of common pine and mahogany 
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respectively, a simple material expense rate can be figured An ex^ 
which will serve as a good example. Presuming that an 
article can be made out of 2 ft. of* board, the pine board 
would produce six at a material cost of 6d. each, plus a oan 
waste of each. The mahogany board, on the other hand, 
would have ft. of waste, leaving good board sufficient 
for five articles, at a ipatcribl cost of Is. 8d. each, plus a 
sixth part of the waste, which would be 2} ft., or Is. 6jd., • 
making a waste charge of 8|d. on each article. 

The actual cost of a pine article would thus be 6^d., of 
which amount 4 per cent,, or Jd., would represent waste. 

The mahogany article, however, would cost Is. 6}d., of 
which 20 per cent., or 8|d., would be waste. Taking these 
as extreme ^ses, an average between the two would probably 
show fairly closeQr the average waste over the entire business. 

The average is nearly 2d., so that by averaging material 
expense in this case, an article actually costing 6^d. is made 
to cost 8d.,or28^crccnt. more, while an article which really 
costs'ls. 6|d. is priced at Is. 7d., or only 1-8 per cent. more. 

This is a typical cxiimple of what the * averaging ’ of 
expenses does to cost generally, and no matter what the 
product may be, its expenses should always bew charged as 
closely as possible. Material waste is complicated by the 
fact yi^ in many cases it can be treated as a by-product at 
a definite vafee. Spare ejpds of mahogany |boards, for 
example, may have a nominal value to other businesses, 
probably of about 2d. per foot. This would reduce the 
actual material expense by about 27 per cent. 

Such adjustments, however, are immaterial to the 
question of direct charging of material e^fpense, and while 
one i^m may be able to make them, another may find it 
more convenient to treat ejl waste as actual waste, regarding 
any by-products as a perquisite to swell the general profits 
of the business. 

Where by-products of value are created in course of Taking 
manufacture, of course, they must always be taken into^<”^w<®/ 
account. Occasionally such by-products have a Profit 
value as great or greater than the product itself. Soap, for 
instance, carries little material expense, and, on the other 
hand, ^creates a most valuable by-product in the form of 
glycerine. ^In such cases the value of the material waste 
must be used to reduce costs, •otherwise they will be too high 
to allow a profit margin on production, which, in such 
cases, is not production of one, out of tvro distinct products, 

C£(ch of which must bear its proper share of the expense. 
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Practically the same problems arise in dealing with' 
material handling cost as in dealing with waste, and similar 
care must be used to distribute its expense equitably over 
the product. 

In addition to material expense there is the question of 
labour expense to be taken into account. Ibroductivc 
labour, which is directly chargeable gainst product in course 
*■ of manufacture, is not difficult to deal with when figuring 
costs. Labour expense does not cover such directly 
chargeable labour, but indirect labour, which is generally 
termed non-productive. • 

A machine department, for instance, niay employ a dozen 
men at the machines and, in addition, a labourer, a boy, and 
a foreman. The ^achine men, when they spend an hour 
on a job, have that hour’s labour charged dSrectly to the job. 
But the foreman and other non-productive employees,Vhilc 
devoting their time to the work that passes through the 
department, eannot charge it directly agaihbt each individual 
job. This creates an indirect labour expense which is quite 
as much a charge against production as the direct labour 
expense, and must be taken care of just as carefully. 
piHrihut- This is best done by including the cost of non-productive 
labour in the general departmental expense ratio^charged 
against productive labour. It is necessary to treat this 
indirect lalmur expense depart^entally as lar as possible, 
otherwise serious errors will be made. One department 
may require an amount of non-productive labour equal to 
the amount of productive labour employed, while another 
may have a minimum of such labour, and may handle a big 
staff of employee^ with no further cost for labour expense 
than that of a foreman. • 

There is often a limit past which indirect labour cannot 
be charged direct to departmental expense. Such indirect 
labour expense as that of the factory office staff and that of 
general supervision is not a departmental expense, but a 
general factory expense. This can, in some cases, be 
distributed departmentally in equitable proportions, and 
thus be charged in the ordinary departmental expense in 
the same way as the expense directly incurred by the 
departments. A more usual, and generally a more eq^iitable 
method, however, is to treat all indirect expense separately, 
and to distribute it over product pro rata to the factory 
cost of each order. 

Scheduled production helps considerably to adjust the 
most prohti^ble ratios between labour and material expense 
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and production cost, as, by formulating a basis for com* 
parison, it enables any excessive variations in such expenses 
to** be discovered, and the causes traced to their source. 

Distribution and verification of factory expense can be Sfedian^ 
simplified by the separation of expense records into sections. 

A basis for carrying out this principle can be obtained by 
classifying expense into maintenance and general expense. 
Maintenance would then cover all building and equipment^ 
cost, which could be charged to a maintenance capital 
account, the cost of interest and depreciation being then 
distributed ovtr the various sections of the business. 
Machinery, in the same way, could be purchased by the 
maintenance account, and hired out to the departments at 
cost of interest ^nd depreciation. 

Injlividual accounts, maintained for each machine or 
each department, would then have posted to them all direct 
charges against the machine or department, such as repairs, 
fron\ia maintenance day book, in which every item of 
expenditure could be entered and analysed by means of 
special columns covering the various departments. Entries 
for machine repairs would show the machine number 
to enable the subsequent posting to be properly carried 
out. 0 

Im this way a proper analysis of expense as it occurred 
would be made, and at the ^nd of a penod could be checked 
against the expense charged against product during the 
period. Any discrepancy could then be adjusted in the 
expense schedule for the next period, and, in case of any 
serious difference, details would be available which would 
enable the cause to be traced. , 

General expense could be treated in the same way, but it 
must be remembered that in each case it is necessary to 
record expense in the same way as it is charged ; and if it 
is scctionised in the records as it occurs, it must be sectionised 
in the charges against product, so as to provide means for 
checking one record against the other. 

This would either necessitate two separate rates being 
prepared — one a per hour rate for maintenance, and the 
other a per hour rate for general expense—or means of 
separating expense after it was charged. 

Cosb'of every detail of production being necessarily posted Andlysif 
to the general ofiice records^ it is a simple matter to simul- di^- 
taneously analyse it into its various constituent parts. 

These, totalled for a period, will then show the actual charges 
that have been made against product for the period ; and 
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the total can thus be readily checked against the 
corresponding section in the records of actual expendi- 
ture. 

Properly analysed, production expense leaves little to 
be treated as ^ indirect ’ expense. Departmental expenses, 
when charged against the departments, are distributed with 
the other expenses over product directly. What is left, 
•after every directly chargeable expense is covered, is little 
more than the cost of the general lactory office departments 
and the cost of executive control. These, again, can either 
be distributed proportionately over the departments, and 
thus become directly charged against production as it 
proceeds, or can be distributed over factory cost as already 
explained. • 

It is not suggested tliat such a system is Accurate in ev^ery 
detail. But, for the matter of that, no costing syst^S are 
accurate. In fact, it is well known that no system of 
factory costing has ever yet been devised that couljl lay 
any claim to perfect accuracy ; while a system that^overed 
every possible detail in such a way tliat it could lay claim to 
even approximate accuracy would be so complicated and 
costly as to jjrove unworkable. 

The reason for this is that details of manufactuiyng are 
so numerous, and conditions are of such a fluctuating 
character, that accuracy could only be obf^ined by the 
constant changing of the methods adopted to secure details. 
This is truer of expense and costing than of any other 
section of manufacturing organisation, and since conditions 
will not permit of perfect accuracy, simplified methods 
must be adopted to save expense, which can be so planned 
as to be readily verified and controlled. ^ 

Expense charged on the principle described is not 
continuously accurate. It must be remembered, however, 
that the limits placed on costing systems necessitate the 
acceptance of the principle that in some cases it is justifiable 
to average cost or expense when accurate charging is out 
of the question. This does not imply treating such averages 
as accurate, but merely treats them as the best alternative 
under the circumstances. 

Factory expense, as has been explained in another chf^pter, 
bears an actual relation to production, in that it decreases 
as production increases, and vic^ versa. There is, therefore, 
a ‘ normal ’ point in production which will permit of fair 
profits being made, without forced putput. That point is 
the basis on which expense charges are figured. Then, sincp 
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it is impossible to constantly change the expense ratio 
cha^rged against production, it is obviously necessary to 
know whether it is being maintained at normal or not. 

If it goes below normal a loss is being made. Selling 
price being a fixed quantity, this loss cannot be made up 
from an increased charge ^against the consumer. As it 
must, therefore, be coining out of profits, the duty of the;» 
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executives is clear — to stimulate production so as to 
maintain it at a profit-making point, viz. the point on 
which expense ratios are based. 

An efficient cost system is, in itself, a continuous profit Coating as 
and loss account. It is better than the profit and loss « continu- 
account as generally known, because it takes into considera- ^ 

tion every detail of expense, and classifies it as it is made, analysis 
No afmuaj profit and loss account can possibly do this. In 
fact, iu miAt be truly said that no annual profit and loss 
account, if laboriously dug out of a year’s records, can 
possibly be accurate, and is often misleading into the 
bargain. 

The main principle ^f expense control is to analyse. 
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classify, and distribute every detail of expenditure as it 
occurs. All expense is a legitimate part of cost of produc- 
tion, and, as such, must be charged to production not as a 
whole, but to the sections that are immediately con- 
cerned. If treated otherwise, the whole system of costing is 
useless. 

The basic principle of *all costing is to charge every detail 
of expense direct to the point where it belongs if possible, 
but, in any case, in such a way that it can be equitably 
distributed over the product manufactured. A year’s 
product, totalled at ‘cost,’ must then proifhcc an amount 
that will cover the entire expense of production for the 
whole factory for that period. 



CHAPTER XVI 

FACTORY ACCbTrfjTING AND COSTING 

(4) ESTIMATING AND COST REDUCTION 

Making an E^imate : Accuracy in Estimating : Modem 
Methods of Estimating : Cost Reduction : The Indiieot 
Executive : Efficiency Insurance 

'Y the aid of an efficient costing system, the 
manufacturer can devise means of making a profit 
y Y by using the information it places at his command. 

• • If his prpducts are sold in the open market^ 

such profit will vary with the current value of the products 
as created by supply add demand. If he is able to fix a 
selling price himself, however, he is able to go further in his 
profit control, by ensuring that a definite profit is included 
in the price he fixes ; whiles on the other hand, the prospec- 
tive buyer, byj^btaining preliminary estimates from manu- 
facturers, can ensure a minipium expenditure for value. 

Nominally, the making of an estimate of filing value Making 
is a simple problem in comparison. Actually, it is one 
the most difficult problems the manufacturer has to face 
in his accounting. The basis of estimating principles may 
be laid down as the ability to ascertain approximately 
how much a certain article or a certain prospective job will 
cost, so that by adding e fair margin of profit, a selling 
price can be fixed beforehand that wOl ensure a profit being 
made. 

Obvicusly the safest basis on which to figure a prospective 
cost is a knowledge of what the same thing has cost Ibefore. 

If this was all that was necessary, much of the estimating 
done to-day would be far nearer accuracy than it actually 
is ; but in figuring prospective costs it is not enough merely 
to knew what the same thing has cost before. What must 
be knerwn^is what it can be made to cost. The essential 
weakness of most of the estimating done in this country is 
this lack of cost perspective in analysing past figures, not 
merely as records of results, but in conjunction with their 
relationships with current conditions. 

* 265 
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. , To ensure *accU]t^y in estimating, the records of previous 
cost on which estimates are based must be known to be 
correct. In i^ddition, they must be known to be prepared in 
the same way aa the ^nal records of cost will be prepared 
if the work j|^*sec^redf 'It would be useless, for mstanee, 
for the firm "whose jexpi^Hences have been dealt with in a 
previous chapter to 'base a culrreitt estimate on the old 
methods of costing. Their old records, erring enormously, 
would be a totally inaccurate basis on which to work. 
Accuracy in ' the final estimate is entirely dependent on 
accuracy in the figui^s on which the estimabe is based, and 
this necessarily impliiss accuracy in the costing system. 
If previous methods of cost have been wrong, by far the 
safest thing to do is to' destroy or ignore tkem, So that they 
cannot affect the estimdtting of the future. 

FictiiUma How erroneous past figures can be in estimating *may be 
value of gathered from the experience of a few firmi^ in one industry. 

These firms are manufacturers of what may be termed 
‘ manufactured raw material.’ That is, they take the 
original raw material and prepare it for the final manufac- 
turers. In this industry, the values of manufactured raw 
material aiv fixed by schedules, agreed to by an association 
of manufacturers. These schedules, based on previous 
results, have been changed but little for mony years, and 
are merely adjusted .by perceEtages occasionally to meet 
the rise and fall of the price of the basic material. 

The firms in question, after many futile efforts to have 
the ancient basic schedules done away with and new ones 
prepared from the actual costs of production at the present 
day, have settled down into the pleasant rut of producing 
only a limited number of varieties of material. By adalysis 
of costs, they have found that the scheduled prices, under 
modern conditions, show a heavy loss on many lines, and a 
correspondingly heavy profit on others. For the sake of 
the final manmacturers, and in order to meet international 
competition, they tried to have newer schedules brought 
in, but failed. To-day they are making four and five times 
a normal profit, literally under compulsion, as they have 
long since ceased to prepare the classes of material on which 
there is a heavy loss, wmlc on scheduled prices thf renfaining 
classes pay them a handsome profit. 

Other firms in the same Ime of business still prepare 
the whole range of material, and complain of the bare 
profits or occasional losses they have to put up with, while 
actually their profits merely hel]} to bcuance their losses. 
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ttnd Uwdc of detailedl isostiiiit tbe daxk m W 

thek refj profit and loss. " * ^ \ , 

« %lquallv erroneous methods arcf ohnunon in mall^ 

' trades. Builders who base estimates on antiquated volumeh 
of theoretical figutes, and other teademien ^hpse solb 
' knowledge of coif is based fou^ Iqbouir and inaterial cost 
plus a general percenti|Eige-r-lul think they are ^ eSt^ating,’ 
while^ as a matter pf fact, thev are merely guessing* « • 

Estimating is not guesswork* It is the carefully planned ^Baaitof 
result of .a detailed and comparative anal^is^of 
facts. The bqsis of an accurate estimale ia an accurate 
costing system. Once a manufacturer knows what evejry 
detail of a job actually costs he is in a position to figure 
what that^ame job can be made to cost again, and what 
competitive prfce he can emote that will leave him an 
assured margin of profit. The manufacturer who * esti- 
mates ’ a job on the basis of ^ what ^t ought to cost'’ may 
have technical knowledge behind his figures, but, never- 
theless, is not estimating at all. The manufacturer who 
actually * estimates ’ is the one who is able to figure a 
prospective job on what it has cost and on what he knows 
it can be made to cost. • 

Sucl^ knowledge need* not necessarily be backed by a 
wide» technical knowledge of the business. A junior clerk, 
assisted by a^et of accurate records of previous cost, can 
prepare a more accurate estimate pf future c^st than the 
best trained foreman in the establishment if the latter is 
working without the assistance of such accurate records 
of previous results. The foreman only knows what the 
job ov^kt to cost according to his knowledge of its technical 
detajjls. The clerk has the advantage in that he knows 
what it has actually cost, and what it can, therefore, be 
made to cost again. 

Add to the clerk’s knowledge of previous cost the 
foreman’s knowledge of present conditions and a combination 
is secured that can provide the necessary basis for a minimum 
but accurate estimatc ^ — a knowledge of what the job can ho 
made to cost, not only on the basis of past results, but 
taking present conditions into account in addition. Thus, 
while* both technical knowledge and accurate clerical 
records ai^ each vitally necessary to accurate estimating, 
the more important of the two is the accurate basic know- 
Ic^e of previous results. 

The basis of modem estimating principles is the principles 
of the costing system. That is, every detail of direct or 
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Cempara- indirect cost on a job is analysed in the same way in pre- 
estimate as it is in the records of cost. By this 
means a basis for closely detailed comparison is provided, 
which not only checks the accuracy of the estimate, but 
which helps to verify the cfTiciency of the methods that 
produce the final cost. , 

Detailed cost of every part and section of a product being 
‘ automatically provided by an efficient costing system, it is 
a simple matter to post these so that a record is available 
of the cost of every part manufactured, or every, minor job 
handled. 

Posted in detail, these costs of similar jobs help to verify 
each other. Often it will be found that a certain workman 
can produce a part at a less cost than another ; or that a 
reduction on previous cost has come through a reduced 
material expense, or some other detail of cost. What has been 
done once can he done again, and a knowledge of these 
minor details of cost reduction that have been achiev(‘d 
helps to provide the means for maintaining them, thus 
constantly reducing cost, first at v>nc point and thcTi at 
another. 

From such records, again, estimates (!an easily be pre- 

K ared. Being based on previous results, the rceor'^s must 
e at least approximately accurate, and, if they arc 
supplemented by a knowledge of available means of cost 
reduction tliat exist, they can be made more accurate still. 
Estimates prepared in this way can always be checked 
against the actual cost of the job when the final details 
are available. This is best done by posting the detailed 
cost to the estimate, sheet itself, and comparing the estimated 
with the actual cost in detail. In this way details are 
brought to light which | help considerably in tracing 
inefficiency at any point. Frequently the estimate sheet 
provides the only reliable means of comparing details. 
Where a product consists of certain definite parts, which 
can be accurately and individually costed, comparison may 
be more easily carried out on the records which list together 
the part cost of every set of parts manufactured. But 
where no definite or permanent product is manufactured, 
or where the bulk of the w'ork done is different in soiiie way 
or other, such records could not be kept separate. In such 
cases, records of sectional or total cost could be classified 
and cross-indexed in such a way that they would be quite 
^ valuable for preparing the original estimates from as 
individual records of detailed part cost would be, the means 
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of comping estimated and actual cost of details being 
best provided by the detailed estimate itself. 

A practice followed by many modern concerns is to use Mc^m 
an estimate sheet which lists every detail of a job, and which 
provides for analysis in the same way as the actual costs 
are analysed. Separate columns are provided for the cost 
details, and when the^ob^is complete, the total estimated, 
cost can be compared with the total actual cost, and the 
various details subsequently compared in the same way. 

Any spious differences between the two are thus traceable 
to their source through the comparative records provided. 

It is by no means an uncommon practice, and certainly 
one which has been found profitable in many businesses, 
to estimate pra<?tically every factory order before it is 
issued. This method is used chiefly in manufacturing 
businesses where bulk orders are handled, or where product 
is put through the plant in batches. This estimating is, in 
reality, the scheduling of cost before production, and the 
estimates are known as job cost schedules. Their value to 
a manufacturing plant* is frequently very great, as they 
provide a basis from previous results on which a job can be 
carried through, and by tjicir use every detail of the order 
can be hatched and compared with the schedule as the 
work proceeds^ 

This method is also of great value to the finaucial depart- 
ment or executive, as it provides d knowledge of capital 
required to finance an order through the factory. Frequently 
a difficult financial situation can be saved through the 
knowledge given by production and cost schedules^, of the 
financial requirements of the factory a* certain periods ; 
as, by a readjustment pi production, heavy expenditure 
may be avoided until the djificulty has been met. 

Cost reduction, while nominally the result of efficiency Cost 
in the costing system itself, is frequently more thorough redv^tion 
when the cost system is linked with scheduled production 
and scheduled cost. Cost records themselves arc merely 
bare facts relating to previous results. Rarely do they take 
into account any technical or other influences that affect 
costs, except in cases where it is found possible to link them 
with a System of efficiency payments to employees. As a 
conse(flicnce, while they will provide much of the vital 
information necessary to an;lose analysis of previous cost, 
they do not provide a full and complete record of what 
future cost can be made. 

In the preparation of a job cost schedule, not only previous 
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results, but possible improvements, can be taken into 
consideration. Changes in equipment, improved handling 
methods, reduced departmental expense, lower cost of 
material — ^these and many other influences may affect future 
cost, and, where a complete organisation is maintained, 
can generally be taken into, account when preparing a 
^ schedule. As a result, a schedule of this kind will anticipate 
cost reduction and help to enforce it, whereas the ordinary 
cost records of the business merely record it after it has 
occurred, and thus point the way to its maintenance in the 
future. 

Indirect IIow far this anticipation of cost reduction can go in 

executive preparation of job cost schedules will depend considerably 
on the men who are concerned in their preparation. Far 
too little attention is paid in tins country to the value of 
men capable of carrying out cost reduction on a lar^e scale. 
A common practice in many American ebusinesses is to 
employ a special executive whose position might be termed 
* manager of expense.* A common title for such a man is 
the ‘ trouble man,* and his usual professional title is that of 
‘ production ^engineer.* He is an executive whose sole 
duty is to control the working dcta,ils of the business 
machine. He carries no direct authority over the main 
sections of the business, though in many cases he coatv' 's 
the costing; and factory accounting departments. His 
main duty, however, is^to control expense. 

He is the cost reducer, the eliminator of friction, the 
investigator of efficiency problems, and a living encyclopaedia 
of knogivledge regarding internal influences and changes 
that affect the business. He is the chief engineer of the 
machinery of the business, and devotes his whole time to 
maintaining and improving its efficiency. Far from being 
an unnecessary or additional expense, lie is often the most 
profitable expense in the whole establishment. One of 
these men has been known to hold an appointment in a 
business where every detail of expense is known, and its 
necessity proved, at a salary of £10,000 a year, and has 
held the position for several years. 

It is difficult to make British business men understand 
the value of such indirect executives. A man of this kind, 
for instance, could take up a business such as haS been 
described in an earlier chapter, and, instead of taking a year*s 
hard study to create a change, would be able, owing to his 
wide knowledge, to make a basic revision within a week. 
The business in question finallyc increased its turnover on 
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, a 15 per cent, decrease of labour cost, but, through Iwbk of 
expert assistance, lost fully months during which the 
"benefits of^the change might have been gained. 

Experience has proved that efficiency problems are not OmU- 
to be solved by an occasional executive investigation, nutty o/ 
They are continuous — recurring every day and every week/«J/^^y 
No working executive •has* much time to spare outside his^®®*^^ 
own section of the business that he can devote to detailed* 
investigation of the business as a whole, any more than the 
captain or ^officers of a liner could find time to devote to 
the work of tfle chief engineer. A working executive’s 
work is to direct the forces of production into the most 
efficient channels. The work of the indirect executive is 
to maintaiif the {pree itself at its greatest point of efficiency, 
cougled with the minimum of cost. 

Such*an indirect executive is generally the best possible 
man to employ, for reviewing job cost schedules. Ilis 
kno}vledgc of every internal change made in the establish* 
ment, plus his ability to control points which tend to reduce? 
cost of production, help him to schedule future cost will\ 

(‘ase. Not only can he schedule cost, but he can also 
control it. Knowing the variations from |)rcvious cost 
that he ^as made, he is alile to ensure the cost reduction he 
has planned beipg carried out« 

Generally a position of ^lis kind is filled by a general 
manager, who maintains direct ccmtrol of expense and 
production. Where the business is small this method may 
prove satisfactory. But in big establishments no working 
executive can devote time to continual investigation. He 
is too busy with the section of. executive control that is in 
his hands, and as a manager of production expense is often 
little better than useless.* Only when the value of constant 
investigation of production details is understood, and when 
an executive staff can be planned to cover the main lines of 
executive control in such a manner as to leave some one 
experienced executive free to add the management of 
expense to his ordinary duties, can any real success be 
achieved with divided responsibility. 

But in every business, whether large or small, and Duties of 
whetheir it can employ a. special executive or whether the a special 
work has to be distributed, it should be the duty of some «*«««<»»« 
executive to control the working details of the production 
machine. This does not mean that he is to control the 
working of the machine, and to interfere with production 
control as vested in oth^ executives. It simply means 



202 FACTORY ORGANISATION 

that he is to control the lubrication of the machine^ its 
adjustments and improvements, and its general working 
eflficiency. 

To some extent this is done by the executive meeting ; 
but what an executive meeting would need to discuss and 
investigate in order to get a proper perspective on its 
departmental influences, an indirect 'executive of this kind 
could dceidc in a few minutes. 

Where a jproper executive staff is in force, and regular 
meetings arc held, the indirect executive would be the 
investigator of all suggested changes, an& on his report 
the meeting would decide. Minor changes, and changes 
affecting records, could be left to his own judgment. Thus, 
he might have complete authority over ^ost Records and 
factory accounting, as well as over the internal record systems 
of the factory, and be able to adjust or change then! at* will. 
He might also have authority to create a change in handling 
methods of a simple nature ; but any changes in methods or 
equipment, or any change entailing heavy financial expendi- 
ture or redistribution of departmeAts, would be subject to 
the authority of the executive meeting. The work of the 
indire(*L exeiutivc in such a ease is to investigate* and 
suggest, leaving the combined executive autli?)rity to 
authorise the final changes. ^ 

fjffirininj Cost pla^s sueli ail importayt part in manufacture that 
ittmt ranee no factory can afford to neglect any possible means of 
reducing it. Justifleation for the high cost of an additional 
executive is found in the fact that he saves many more 
times the amount he costs. He represents, in fact, an 
eJlicicney insuranc/?, and the premium, while high, is always 
justified. If manufacturers generally would regard cost 
and internal cflieicncy as their main profit-producer, and 
therefore quite as important as their factory or their 
boilers, *they would realise that a small percentage of 
turnover devoted to their insurance is an investment quite as 
justifiable as the payment of other insurance premiums. 

The plant which pays £10,000 to its extra executive is 
making a profitable investment, as the payment represents 
a justifiable premium on its efficiency insurance, and requires 
but a small percentage of its turnover to meet. Oift of the 
biggest factories in Glasgow adopts a somewfiat different 
method of insuring its efficiency, by having its entire 
organisation overhauled occasionally by an imported 
expert. This^ latter method is perhaps the one most 
generally adopted when insurapee of efficiency is carried 



FACTORY ACCOUNTING AND COSTING 26 $, 

out in a business ’of normal size; and whether it is a small 
, factory employing only a dozen hands, which paysjonly ten 
.guineas a year for the insurance, or a large factory which 
can afford to run to twenty-five times that amount, the 
investment is always a profitable one. 

Few manufacturers realise fully the innumerable details 
that can affect efiicief\cy &nd sap profits. When they do ^ 
great change will come over British manufacturing methods* 
and efficiency insurance of some kind or other will become 
a recognised policy. 



CHAPTER* XVII, 

BUYING AND STOCK-KEEPING 

The Organisation of a Buying Department : fhe Relation 
of the Buying Department to the Factory : Buying Depart- 
ment Records : Associated Interests : Stock-keeping : 
Verification 

A n important link in the organisation of any /nanu- 
facturing plant is the buying department. Gene- 
rally it is not treated as a separate department, 
but is handled in sections by what are regarded »as 
the departments concerned, with or without some executive 
controlling the final issue of buying &rders. This principle 
is erroneous. 

Buying is closely affected by a, great number of direct 
and indirect influences, arising from many different (Actions 
of the organisation. These influences frequ^tly work at 
cross-purposeg, and lack of proper co-ordination in dealing 
witdi them is liable to \:reate a chaotic condition; .which 
may reflect on other sections of the business. Bad buying 
methods are, in fact, as bad for a business as bad selling 
methods, or bad methods of internal control, and equally 
affect its efliciency. r 

The main work of a buyii^ departpient is concerned ^ith 
the purchase of raw material and e<juipment. Incidental 
purchases are also made, but are of imnor importance when 
compared ^ith these two main sections. These main pur- 
chases affect three distinct sections of the business. They 
affect the originating departments, which are concerned in the 
supply of raw material ; the produij^ion departments, and 
the costing section, wMch are concerned in having an 
efficient equipment in order to tqaintain production ^at a 
minimum cost; and the flnancifiJ department, i^which is 
concerned in operating the business on the lowest posable 
cajpital outlay, and in adjusting expenditures so as to gain 
minor additions to profits. 

Withdut some definite method of control it ivould obviously 
be impossible to co-oidinate the «^emands of even ihese . 

204 > 
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^ three main sectidns, each of which' mustt ,t« some extent, 
operate against the other. OccaiBionally, an efficient 
financial exedutive can manage to control buying as a whole 
without the assistance of a special department, but even 
when this is done it is still vitally necessi^ to concentrate 
, records affeeijing bu^ng so that analysis and control of 
details can be carried oUt apart from the general records of 
the business. Buying is always, departmentaliy, under 
the financial executive, when such an individual has a place 
in the orgahisation; but whether controlled by a special 
. executive, or by one who has other duties to attend to, it 
is needssar^ to treat it as a separate and distinct department 
of the business. ^ 

The relation oi the purchasing department to the rctit Belatimo/ 
of thQ factory should be that of an outlet valve, connecting ‘ 

every department, adjusting the demands of one to meet 
the objections of the other, and directing the expenditures 
of the business to the best advantage. Thus, while it must 
be to a great extent a subsidiary department to the main 
financial section of the business, it must also be able to 
adjust the pressure of control imposed by that section in its 
efforts to balance total expenditure, to mect^thc pressure 
of demaifd created by the producing departments of the 
factory^. • , 

; 'Great care must be takcui when organising; a buying 
department to impose as little pressure on its operation 
from’ outside as possible. Too great a control over it by 
the financial section will have a tendency to create a one- 
sided department tha( will regard every department solely 
from the point of view of finance, without any regard for 
the economic possibilities of production. On the other 
hand, a department too much open to pressure from the 
production departmenfb, may become biased in that 
direction, and thus complicate the financial sidd of the 
business by unwarranted or disadvantageous expenditures. 

The organisation of a buying department should begin by Organis- 
eliminating from the gweral organisation all matters 
directly concerned with buying. Frequently it will be , 

found tjiat such a,a>reliminary elimination will enable the ^ * 
internal metj^ods of the business to be rearranged so as to 
create a distinct line of action regarding purchases.. 

It is always necessary to departmentalise factoiy demands 
if the greatest efficiency is to be obtained from the buying 
departhient. Thus, material demands mil originate at the 
pnginating departments^ and through the heads of these 
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departments all matters relating to material requirements < 
should pass for review. Equipment demands should, in the 
same way, be concentrated in ilie hands of the ifactoiy 
manager, and oilice supplies in the hands of the office 
manager. 

These men arc directly epneerned in the operation of 
some section of the business. If, after subsequent analysis, 
the records of their departments show faulty management 
in the ordering of supplies, it is of no use to endeavour to 
place the blame if their authority in this respect has been 
usurped by a higher official. It is nec6ssary, therefore, 
to centralise primary responsibility for the origination of 
buying orders in the hands of the departmental managers 
concerned, and any orders issued by tnesf matlagers should 
pass direct to 'ihe buying department. 

Getting When production has already been scheduled oh certain 
(tdvance classes of work, the buying department can easily be 
informa- informed in advance of the prospective material demands, 
and can make all its arrangements to meet the known future 
requirements. Any factory dciftands issued, therefore, 
should alw^s state distinctly the order the material is 
required fof; so as to enable the buying department to 
separate the scheduled material from extra purchases. 
In the case of special materials, or the mit^cgllancous acquire- 
ments of the factory, the <^cpartment should be given 
definite information* regarding the period the ordered 
material will cover and what regular requirements are. 

Faulty buying comes from lack of loiowledge, and it is 
necessary to concentrate every detail of important informa- 
tion at the buyi 4 g department so as to enable it to carry 
out its work to the best advantage. The difiEerence between 
four and six weeks’ supply of a certain material may mean 
little to the foreman who originates the demand, but to the 
buyer it may mean the difference between a retail and a 
wholesale purchase, especially if he is informed of the actual 
factory requirements over a period. 

On the other hand, a demand for a six months’ supply 
may mislead the buyer into spending valuable capital on 
material which could be purchased at the same price in 
smaller lots as required. It is necessary to emph&sise the 
importance of providing the bu^ng department With the 
fullest information, as otherwise it is likely to be too much 
under the influence of the departments which originate 
the demands^ and such a condition must seriously affect its 
efficiency. 
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The head of the buying department must be an experienced Bu/ying 
minor ^executive^who is capable of dealing with the various dtpan* 
^ j^Toblems that must inevitably occur in the handling of a 
firm’s purchases. Personal ability in this respect counts for 
a great deal in the handling of a buying department. There 
is, however, a danger that person^ ability may overreach 
itself and become too independent of mechanical aids. The 
practice of carrying things ‘ in the head ’ is perhaps more* 
common in dealing with purchases than in any other section 
of a business, and there is great danger in permitting such 
methods to become a recognised policy. 

Whatever the ability of the head of the buying depart- 
ment to remember, important facts and to deal with dillicult 
problems without mechanical assistance, such means of 
assistance must oe provided and their use enforced. Buying 
recordsfare of the greatest importance to a business, and 
should be carefully maintained, whether purchases are 
hai^dlcd through a special department or not. 

The records of a buying department resolve themselves Buying 
into several distinct stetions. Scheduled production pro- depart- 
vides a distinct set of records in the form of material and , 
financial schedules, which, under ordinary ^rcumstances, 
will boi supplemented By further records of estimated 
future* requirements. These records of future requirements 
enable the department to anticipate demands and to plan 
their operations to the besf advantage. * 

Linked closely with the records which anticipate the future 
arc the records of past prices. Records of previous purcliases 
and past estimates of non-standard materials are necessary 
to cfiicient purchasing ; but equally ^important arc the 
recoBds of the fluctuations of standard raw materials in the 
open market. These aftre best charted for future reference 
as they occur. Chart records of price fluctuations arc of 
far greater value than figures, as they show at a glance not 
only the rise and fall in prices, but also any tendency to 
rise or fall the prices may have either at the moment or at 
definite periods of the year. 

An important section of the buying records must be the 
records of sources of supply. It is at this point that clerical 
records are of the greatest value. Buyers generally are 
too apt tb trust to memory when dealing with sources of 
supply, and the»loss of the buyer in such cases means the 
loss of the records. Even wh«n the responsible buyer is 
dealing with the matter, memory will often be at fault when 
ordering certain materials, and only by carefully recording 
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every available source of supply that is likely to prove of 
value, whether at the present or in the future, can the best 
possible use be made of such valuable information. 
tAnha in Linked dosely on the one side with finance, the buying 
buying de- department is also linked closely on the other side with 
partment stock-keeping department of the factory. Lack of 
efficiency in the keeping of stock records must eventually 
*lcad to serious errors in purchasing, and in the handling of 
stock records much the same policy needs to be followed as 
in dealing with buying records. * 

Wherever possible it is advisable to cldkely distinguish 
between the various classes of stock, and, although the 
entire stock-keeping system of the business may, in some 
eases, be under the control of one man, ij; is advisable to 
<leal with the dincient sections of stock as distinct depart- 
ments. There must be a close distinction, for instance, 
})etween raw material stock and iinishecL part stock* the 
latter being again distinguished from finished stock raady 
for sale. Supplementary distinctions affecting other sections 
of the business can be made by tresiling office supply stock, 
factory equipment stock, and tool stock as distinct divisions 
of the stock-kleping system. 

It will generally be found tha£ the greatest part; of the 
keeping stock-kCeping problem will be dependent^ on the ‘cost- 
profAem keeping methods adopted, and l^jliat the division of all stock 
affecting inftircct expense must follow the lines of the 
expense analysis and distribution adopted for costing 
purposes. The keeping of material stock, again, will link 
closely with the method adopted of scheduling production, 
and in most businesses will be on the basis of stock 
required for the originating departments on the one hand, 
and for the actual manufacturing departments on the other. 

The close division of stock into distinct sections helps to, 
fix the responsibility for the maintenance of supply, and 
simplifies considerably the control of the demands which 
arc made on the buying department. It is necessary after 
stock has been sectionaliscd to make some individual 
responsible for the management of each section. It may 
happen, of course, that one or more sections will be run 
as a single department, but even in such cases a distiliction 
should be made between the various classes of slock, ^th 
in the storing and recording of the stock dtself, and in its 
management. 

Stock Stock records should be as complete as possible, and 
records means shpuld always be provided for ascertaining at 



BUYING AND STOCK-KEEPING 

any time the actual stock on hand of any particular 
artide. 

* This is usually carried out by means of a perpetual 
inventory system, by the use of which the actual stock in 
hand of any article can be seen at a glance. A common 
method is to attach invento^ cards to the stock itself, or 
to the receptacles containing it, leaving the entry of stock 
in and out to the person who actually handles it. 

This is a faulty method, as it rarely provides an accurate 
record. Stock clerks in a hurry are apt to leave the entry 
until ‘ next time,* and, as a consequence, the record is 
unreliable. In addition, it 's no check against dishonesty, 
as an open record can always be ffdsifiea. It is better to 
make it a fixed igiuc that no stock is to be issued except on 
written authorisation. Those authorisations can then be 
posted direct to a stock ledger, either in book or card form, 
in wluch the balance of stock in hand can be shown. It is 
thei) |>ossible for the responsible book-keeper to cheqk his 
ledger balances occasionally against the actual stock in 
hand, or to have a periodkal inventory taken by bis assistants, 
which he can check against the ledger records. 

As the stock in hand must be sufficient to md6t all demands Material 
it is advisable to anticipate requirements as far as possible. •e*i«**« 
A useful help in this respect is the issue of material schedules 
when job orders are prepared for production, as these are 
then in the hands of the stock-keeper before the material 
is actually required, and a sufficient supply to meet the 
demand can be reserved in the ledger, or by fixing 
reservation notices on the stock itself. 

Such intelligent anticipation of demand aids the stock 
depavtments considerably in their relations with the buying 
department. In the s&mc way the buying department 
can help the stock-keepers by notifying them of stock 
ordered to mtel; special requirements. A record of stock 
due on certain dates is invaluable to the stock-keeper when 
planning the issue of stock on schedules, or when notifying 
foremen of special stock net in hand. The interdependence 
of one department on the other is, therefore, a predominating 
infiuehce in the designing of a stock system, and care should 
be takto that iiiiormation of value'to other departments is 
properly distributed, or the efficiency of any system will be 
seriously impaired. . 

It is from the stock records that the bu^ng' department 
must obtain its vital information regarding material in 
constant use, and unless ijie.records themselves are complete 



270 FACTORY ORGANISATION 

they cannot provide such information. Records of material 
should contain information regarding safe working margins 
of stock of each line, showing the maximum and minimum 
stock allowable. Records of equipment material or supplies 
should contain, in addition, information regarding the 
amounts used over certain pei^iods, and, when the necessary 
information can be obtained, •of the minimum amounts 
that should be ordered at one time, or of the standard 
quantities the material is usually sold in. 

Verifica- Another section of the business that also links up with 
buying and stock-keeping is the verifieati(fa section. This 
pure ea jg ^g^ j because it covers the whole range of verification 

of material purchased. Generally, the verification of 
material outside the checking of quantities apd weights by the 
storekeeper is done by the laboratory ; but there may occur 
instances where some expert executive makes it hisT duty to 
act as examiner of material with which he is familiar,. 

Verification being a check on material before it enters * 
stock, it is necessary to plan the system so that it can be 
expedited, and final instructions ^ven regarding material 
delivered, at the earliest possible moment. A common 
weakness of fiiany systems is the lack of an efficient check 
on material before it goes into stock, owing to am absence 
of co-operation between the various dep^rtnjents concerned. 
This weakness can only be ^avoided by taking inter- 
departmental associatmns into account when a system is 
planned, so that automatic checks arc provided that prevent 
the material passing on its course until the necessary 
verification has been carried out. 

It is impossible to plan an efficient system for any section 
of the business unless the sections which are closely r«lated 
are taken into account. As a con'^equence, inefficiency at 
any point in an organisation must reflect its influence 
through the entire business in some way or other, and the 
adoption of efficiency principles in any factory must cover 
the entire undertaking and bring every section into line 
with the rest, or failure will inevitably result. 

Note. — ^Many important principles closely affecting 
factory organisation and management are dealt M^ith in 
other volumes of the present scries, and can easily*be referred 
to by means of the General Index in Volume X. For this 
reason, several points which* are closel]^ related to production 
have been omitted from the present volume, in order to 
avoid unn^essary duplication. ^ 
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CHAPTER I 

SYSTEMISING A FACTORY 

The Elements Executive and Personal Control : How 
Clerical Control over Production is designed and operated : 

Bibcoifls of Progress which control every Detail of Production 

T he foundatfon of an efficient factory system must be l^rinciplcA 
* a skeleton framework of production control, based applied 
on the results o^ departmentalisation. By closely 
departmentalising a business it is possible to pro- 
vide more accurate and efficient checks on production at 
every pojnt than is possible when the entire business is 
treatc(j as a single production unit. It is intended in this 
second section of* Factory Organisation ’ to apply the main 
principles set out in the pFCceding section to *he details 
of actual organisations ; and, while it would be impossible 
to show the application of such principles to the require- 
ments of every business, certain specific organisations and 
methods will be described which will bring out as clearly 
as po^ible the main principles of industrial organisation 
in such a way that they will appeal to all classes of 
manufacturers. 

The basis of the present chapter is a composite arrange- 
ment of the organisations of several well-known businesses, 
which has been adapted so as to provide a series of suitable' 
illustrations of modern methods of internal control and 
management. So far as the space will permit, the main 
outlines of a complete clerical control system are dealt 
with in#the production chart on page 272 ; and in tracing 
the operation of production systems in later chapters 
various other important details of control will be described. 

A further chart has also b^en pyepared, which.shows the 
main Unes of executive and personal control in an industrial 
organisation. 
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la plaiMaiog a factory syatem, voy daBnite Ihiec of pirmiinf 
ipcrsonal coo^l must to laid do'wn, vhich arill fix tliecoiia»l 
responnbility'of every executive, oz any other individual 
concern^ in the control any portion of the businew, 
and vnich vrill also dosely departmentalise the entire 
organif/htion. These lines dl personal control must be 
entirely distinct from the }ines <]f clerical control, and, 
urhile the latter may be affected by the method of depart* , 
mentalisation adopted, they ate influenced comparatively 
little by the ordiUary personal control system as a whole. 

The main elements of personal control must be primarily 
based on a sedtionalisation of the chief divisions of the 
business, after which they must be further separated into 
distinct sections and departments, each in charge of a 
resfionsible frcad« The chart on page 274 shows the personal 
control of an extensive manufacturing business, and it is 
lai<f ouhso as to provide a definite basis for the distribution 
of responsibility jn many businesses of different sizes. The 
maia sections am split up into divisions for the purpose 
of showing how both sections and departments uhk up 
together in the persoifhl control system while retaining 
each a separate individuality. 

Any one of the section or departmental Aeads may, in 
a smaller organisation, ftavc full charge of the whole of 
the divisions wMch are shown gn the chart as being under 
his authority. Tor instancy a small business ipay operate 
with a single individual in charge mf the entnre work of 
the four individuals who, in the chart, make up the finance 
committee of control ; or the production executive may be, 
in ' addition, either chemist or draughtsman as well as 
factory manager. Whether the business.is small or large, 
however, some definite lines of control must be laid down ; 
and the chart under disibui^sion has been designed to assist 
the executives of all classes of manufacturing businesses 
in designing a suitable system. 

.^iack.of such definite methods is a common cause of fixing 
mismanagement in industrial enterprises, as it leaves the 
way open for disclaiming responsibility, which is constantly 
taken advwntage of by men whose actual responsibility is 
not definitely fixed.' Efificiency principles demand that 
responsibility for every detail should be definable, and that 
it ^oidd b£ centred on some known individual. 

This fixing of responsibility demands a definite plan by 
which' such respbnsibihty is properly distributed, so that 
whether it is a difficult <luestion of finance, ot tte sm‘apping 
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of a broken screw, some individual has authority over it ; 
nnd that individual is linked by the plan in an unbroken 
chain of responsibility of which the chief link is the con- 
trolling head of the business. 

In the chart, each distinct section has been linked together 
as a ‘ committee.’ These committees represent the execu- 
tive or minor executive couttol ov^r the sections and over 
the individuals concerned in the operation of the various 
divisions of the business. In every business there are a great 
number of ’ associated interests,* which, while responsibility 
for details raaydie fixed on individuals, affect these details 
considerably, and by definitely providing for the associa- 
tion of the various individuals who are directly concerned 
in handling^he ^sociated divisions a great deal of trouble 
is saved. I 

Whetw these associated individuals are linked together c<^ 
in the form of a committee, management is simplified, and rntMee* «/ 
instead of constatit reference from one to the other, which 
waAes time, it is possible for the individuals composing*”^”* 
each conunittee to meet together when necessary and 
settle any points of interest to their section, so that one 
knows what the other is doing and a definit(*liue of action 
is mutually agreed upon. The bigger the business, the 
greater the importance of closely defimng associated' 
interests and j[fianhing commitlees. Many of the biggest 
organisations m the country are operated sol61y through 
their committees of management, which range from the 
chief executive committee down to minor committees which 
deal solely with the interests and responsibilities of the 
employees. I 

A $ipenungly simple question of policy fegarding a minor 
department may reflect its influence throughout the entire 
organisation. Without some definite plan of control, such 
a policy may be brought into operation on the authority 
of a single individual, and be objected to first at one point 
and then at another, until by gradual changes and adapta- 
tions it is eventually broqght into line with the general 
policies and requirements of the business. | 

This entails an enormous amount of waste, both of time 
and labour; and by referring such matters in the first 
instance tltrough the various committees, they can be 
adapted to meet, actual ffctory requirements and corn 

ditions. * * , ^ I 

lt«In tracing the course of clerical control over production 
under the system applied in the chart on page 272, it will 
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be necessary to commence with the original order, whether 
this comes from the customer direct or from the sales 
department. 

In the usual course of things this order 'first reaches the 
general office, and comes under review by the executives. 
In engineering, as well as in other classes of business, the 
next step is the preparation ot drax^ngs and specifications ; 
while in certain businesses the latter may be all that are 
necessary. In either case, the equivalent of the drawing 
office will be in existence in the form of a department or 
individual concerned in the analysis of a thc^ component 
parts of an order and the preparation of lists of raw or 
other material requirements. 

The necessary material specifications are next passed on 
to the department concerned in the conirol of final pro- 
duction dctailsv' In the case in question, this is thq finished 
stores, this being the department to whichr all finished 
parts must eventually come, and from •which they must 
issue for final assembly. The necessity for ensuring d final 
concentration of finished parts in l^ime for assembly makes 
a finished-parts department vitally necessary ; and as 
this department must be responsible for the delivery of 
the parts to the finishing departments, it is necessary that 
orders for their production shoidd issue from, and be 
entirely arranged for by, the departnieni? to which they 
must evcnfually find ^eir way. 

In this way responsibility for' minor production orders 
devolves on the finished stores^or its equivalent in other 
kinds of organisations — ^as thtf' main"" link in the chain of 
actual production. These pi^duction orders are based on 
the specifications^ supplied by the drawing office, or l^y the 
individual responsible for the detailed specification of 
component parts of the product ; and it is the duty of the 
storekeeper to maintain a balance between stock in hand, 
or required under scheduled production, and the parts 
ordered to be manufactured or purchased. 

The responsibility of the storekeeper for the issue of 

g roduction orders is frequently limited, however, in small 
usinesses, as he is, in such cases, a minor link in the 
organisation. Occasionally, the drawing office, or the^actory 
manager's office,' will actually originate the orders, leaving 
the stores to control their distribution and the handling 
of the finished parts. In sucli cases the* specifications are 
issued to tlie stores for imormation to be filled in regardmg 
the stock of the various parts which is on hand, in the 
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course of production, or required ; and from the informa- 
tion thus supplied the production orders are prepared. 

• From, or through, the finished stores, orders affecting OAeeiw, on 
production issue in all directions, and it will be necessary produe* 
to tra^c them one by one in order to show the various**^ 
checks on production they provide and the complete and 
automatic character of^the bontroL 
The primary consideration in production is material, 
both raw material for production and finished parts of 
the product w^ch are purchased complete. The latter, 
being part of the ordinary stock of the finished stores, can 
readily be checked and a balance maintained. Raw material, 
however, is not a part of the stock of the finished stores, 
but is maiiftainsd separately. To the raw material stores, 
therefore, the storekeeper issues demands for raw material 
to be reServgd for the orders in hand. At the same* time he 
issues orders to Jbhc originating departments (in this case 
the Nforge) for other raw material to be prepared for 
manufacturing ; and eppies of these originating depart- 
ment orders are sent at the same time to the raw material 
stores, which serve as an authority to issue such material 
on demand. • , ^ ^ 

The rJw material stores are controlled by the head store- JHaw 
keepct, who remews their stock and maintains it as far as 
possible in accordance witl^ scheduled requirements. But 
so far as current demands are conedtned, the raw material 
stores arc a separate organisation, and are operated 
distinct from the finished^stores. tt therefore rests with 
the keeper of the raw material stores to keep his stock in 
order ; and, subject to the authority ctf the head storc- 
keepl^r, he issues his o^ demands to the buying depart- 
ment for raw material, while the head storekeeper issues 
demands for purchased stock for the finished stores. 

In this way demands centre at the buying department 
for finished parts for the finished stores, and for raw material 
for the raw material stores ; and when buying orders arc 
issued, copies arc sent to the stores concerned. These 
copies may, dr may not, state the quantities ; and where 
conditions make it possible, quantities are not stated, but 
are leU to Jhe storekeeper to verify on delivery, the weights 
or quantities certified as received being checked against 
the order by the buying dejiartment. This method prevents 
collusion between employees aftd outsiders, «s well as 
carelessness in checking, which is common when store clerks 
know the qujsntities expec^^ed. 
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On special orders, however, it is occasionally necessary to 
inform the stores what quantities are on ordelr, and the date 
thc^ are expected, especially when the order is for material 
which is required urgently. In such cases the storekeeper 
can definitely reserve the expected stock for the order it is 
required for, and by knowing the quantities and date of 
^ probable arrival can often give definite promises to foremen 
which will enable them to plan their production to meet 
actual conditions ; while without such information at its 
disposal, a department may fill its machines, and thus 
block the progress of an urgent order by Compelling it to 
wait until they can be released. 

Paru Raw material being thus provided for, the next point 
for consideration is the production of parts.^ Where a 

E roduct is composed of a number of constituent parts, each 
earing a separate individuality, and being, in ti sebse, 
manufactured products in themselves, i{ is hecessary to 
treat eacli part separately, and to issue production orders 
for each. To distinguish these orders from the order for 
the manufacture of the complete piCduct, they are generally 
termed ‘ job orders,’ or ‘ part orders.’ These job orders are 
issued by the^ finished stores to the department at which 
all actual records of production* centre — sometirtics with 
copies, which are used for progress rccords^^ and whirfi will 
be dealt ^vith later. 

When drawings art used, many businesses leave the 
foreman of the department first concerned in production 
to make his demand for raw material as it is given on the 
drawing of the part. For many reasons this method is 
faulty, and in tlje present instance the material demand 
on the stores is made a part of the actual production «:rder, 
which is perforated so that the demand may be torn off 
and presented. This enables the storekeeper to keep a 
close control on material issued, and, in addition, enables 
him to definitely specify the material that is to be used on 
“ each order. 

Thejtib After recording the details of the job order, both for 
ofdtT costing purposes and for the purposes of fixing rates for 

special wages allowance, the cost office passes the order on" 
to the department concerned in the first operationAon the 
raw material. Generally, time limits for final ^produgtion 
are noted on these job orders, «o that the foremen of each 
department know appro^dmately hoV wide a margin they 
have for production. In special cases definite dates, and 
even times, arc fixed for the job t^be out of each department. 



SYSTEMISING A .FACTORY 279 

It rarely happens that a foreman needs to take out 
material for an order immediately. More often he has 
* other orders ahead which have to be cleared first. If he 
waits until he is ready to manufacture, however, there is 
a danger that the stores may have been careless in getting 
his material ready, in^which*case his arrangements will be 
upset and production will 6e delayed. To prevent this, the 
foreman issues a preliminary notification to the raw material 
stores immediately he receives the Job order. This notifica- 
tion merely stafces the job number, the material, and the 
quantity required, and it is the duty of the storekeeper 
to return this to the foreman, marked with some definite 
advice regarding the material, such as ‘ ready,* ‘ on order,* 

‘ due January 2li* or ‘ not yet ready, make further applica- 
tion in three days.’ From these advices the foreman can 
plan his wo^ ahead, and thus help to maintain a uniform 

E rodnetion in hisdepartment. When ready for the material, 
e «ends the material demand portion of the job order to 
the stores, and receives ^t he material in exchange. 

Each department issues its own job time cards to the 
workmen, and these are made up for each operation. In 
the cascL under notice very few operations extend over one 
day, and it was found better to clear all cards daily, those 
representing completed operations going to the progress 
department, while the few. that represent oporations still 
in progress go direct to the time cl^ks. 

Time records pass through the inspection department Time - 
for verification. Thus, on completing a job, the workman 
sends the parts, together with the job order and his finished 
time card for the operation, to the inspection department. 

Her^ the work is oxaipined, and if correct, the date is 
noted, and the job order is immediately reissued with the 
work to the next department concerned. In the case of 
spoiled parts, an immediate notification is sent to the 
storekeeper and to the foreman. The time card of the 
workman is certified by the examiner, who notes any 
damaged or faulty work on it, and it is then passed on to 
the progress department, which posts its records from tlic 
operation and the job number, afterwards passing the card 
on to the time clerks. • 

, In the time department, the operation or job time 
cards meet the tilne records" taken at the factory entrance, 
and the two are checked against each othei^ to ensure 
that the time spent in the factory is properly distributed 
over the job time car^fsi. •The cards then become part of 
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the ordinary cost and wages system of the office. ^ For con*- 
venience in assembling in the office,, and in distributing 
charges, the cards of each department can be different 
colours, and in addition can be distinguished by code 
letters which show the class of job — such as ‘ stock, ^ 
‘ special,’ ‘ urgent repair;’ &c. • ^ 

Progress The position of the progress department in an organisa- 
depart- tion will be dealt with in detail later. In the present case 

menif j|, controls the progress of every detail of work passing 

through the production departments. Thck finitffied stores 
issues tlie job orders in duplicate to the cost office, and from 
the duplicate copy the progress clerk makes up chart 
records showing the parts and operations an4 the dates 
they arc due for completion. The time caftls of completed 
operations are then checked against these records, ^nd any 
part which is bchihd time is ‘ hurried ’ by sending a special 
hurry slip to the foreman of the department in which the 
part is at the time, for attaching to the job order. "The 
presence of this special hurry slip qp the order then speeds 
it through the remaining departments. 

At any timelhc progress clerk can tell the actual position 
of any part of any order in course of productipp. I’lic 
linished stores is, iri consequence, dependent on the progress 
department for information regarding *se(fi;ions complete 
for assembly,^ and instead of nviintaining separate records 
in the stores, the progress department is depended on to 
advise the finished stores immediately a section is ready 
for assembly. This in itself saves time, as the progress 
clerk knows some time in advance of the storekeeper what 
parts arc actually <!omplete, and what sections are cony^lete 
so far as their parts which are in course of production are 
concerned, the balance being, of course, supplied from 
stock. 

Inspection When all operations on a part arc complete, the inspection 
department transfers it to the iinish(,'d stores, together 
with the completed job order, and in this way the cycle 
of actual proauction is completed. Orders are then issued 
for the assembly of the parts, and are controlled by the 
progress department in the same way. No actual erection 
order is issued (the crectipn department being the».eqdiyalent 
of the finishing departments in other businesses) as a copy 
of the original order to manufacture, issueld by the drawing 
office, is supplied to the erection department with an 
advice regaramg the date due for completion of the order. 
This method relieves the of the responsibility 
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for speeding up yrotk,' as- the details are .cared for by the 
progress departm^t oivthe one hand, while the erection or 
'mushing departments', by knowing the orders in Iwnd, can 
plan work a considerable period ahead in order' to meet 
promises of delivery, and as soon as they are ready, can begin 
to. make inquiries r^a^ing the sections required. Similar 
methods are, followed in Uie case of urgent or promised 
work in issuing orders to the assembly- department, these 
being issued at the same time as the job orders for parts, 
so as to cllsure»pressurc being applied from two distinct 
points — the progress department forcing the work ahead, 
and the assembly departments demanding its completion 
on time. . 

Time cards frdha the various departments not concerned 
Avith pa^ production arc sent to the cost oflice daily in 
the same way as the cards from the producing departments, 
and are also deak -with by the progress department in the 
same*way as the other cards representing finished operations. 
The progress department is thus able to maintain a complete 
record of progress from tiic first issue of the production 
order to the completion of the work, and these records are 
i nvalual^ for' future use* in scheduling pro<mction, and in 
figuring time limits on which to base promises of delivery 
on urgent workJ* * 

The system is given in detail on tjic chart as to show 
the various checks on production created by its operation. 
In addition, it leaves records where they are most necessary, 
and concentrates information at specific poyits, where it is 
always available. The basis of any efiicient factory system 
is p^ect control over every detail oi production,^ and 
the provision of complete, continuous, and available infor- 
mation regarding every detail afiecting production. It 
is not sumcient to have the information complete.^ It 
must also be instaptly available, and must be maintained 
up to date in every respect; The weakness of many factory 
systems is that to discover the position and condition of 
any single part in course of manufacture, the ' complete ’ 
records of half a dozen different departments may have to be 
searched. By centralising this valuable information, the 
infon]^tf<HS can be made not only available, but valuable, 
and the progress department or its equivalent is therefore 
made the mediuift for..centthlising valuable data and means 
of control, which frequently disregarded altogether. 
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THE DRAWING OFFICE 

The Drawing Office as on Originating Depvi>nieift : Piling 
Drawings : Drawing Stores : Speoifioations : Alterations : 
Miscellaneous Jobs : Drawing Cost Records : Misoellsbeous 
Stock 

T he drawing office has aptly been termed the mvot 
of production. Justification for this {itle*!8 round 
in the fact that it is from the dra^dng office that all 
designs and specifications originate, and on 4hese 
two, practically the whole production and record system of the 
factory arc founded. Comparatively few businesses treat the 
drawing office as a vital link in the factory system, not always 
because of inability to recognise its importance in this 
respect, but because of a disinclination on the ptil^t of the 
head of the drawing office to systemiseits^working and its 
records. , 

Besvltsof Very scriofts results* accrue Irom lack of system in the 
drawing office. One firm, checking its drawings after a 
ayium period of careless handling, found that a great number 

were missing, and while they were able after a time to fix 
the responsibility ,for the loss on an old employee and to 
recover some of the drawings through the courts, they^were 
unable to overcome the disadvan^es consequent on the 
results of years of experiment being laid open to their most 
active competitors. 

Another result wliich is by no means un<»mmon when the 
drawing office is not controlled by an efficient system 
is the waste of time and material caused by the use of out- 
of-date drawings in the factory. A foreman, having had. 
a drawing in his possession for a long period, and having . 
made innumerable parts to its specification, niay ^receive 
a. production order for further parts on a new and unproved 
drawing ; but being used to Mie old drawing, he misses ’ 
the new drawing number ’entered on the order, and pro- 
duction proceeds on the old drawing until the mistake is 
discovered. 
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These are but typical results of lack of organisation 
in the drawing office, ‘Numerous other instances could be 
. emoted of quite as serious a character ; and considering that 
the drawing office and its productions contain practically 
the whole of the vital and confidential technical imormatioii 
of the business, it is strange that^more attention has not 
been paid to its managemenl. Lack of organisation in the 
drawing office, however, is very often a direct result of* 
lack of organisation in the rest of the factory, and when 
the entire^ business is linked up in a definite scheme of 
co-operative ifianagement, efficiency in the technical 
departments is automatically enforced to a great extent by 
the demands of the other sections. 

^ The drawing^ office is literally the main originating Pivot of 
^department of the production section of the business. From produc- 
it must originate the working drawings and specifications on 
which production is based. In most cases the working 
drai/rtngs and specifications of a business are to a great 
extent standard, owing to the fact that most businesses 
manufacture the same ]«nd of product all the time. Varia- 
tions occur in style, of course, and improvements may be 
constantly introduced, but the product itselfercmains practi- 
cally the same. It woUld be a wasteful expenditure of 
time«and labour t9 prepare special drawings and specifica- 
tions for a maclfine of an old type, solely because an improved 
section had been introduced? but unloss care is uffed in dealing 
with records of changes, serious mistakes are likely to occur. 

Systematic control of the details of drawing office organisa- 
tion must commence from the original* drawings and 
specifications. These must be filed and classified in order 
to . jCacilitate reference, and also to cAsurc accuracy in 
dealing with the various details they affect. An excellent 
systemjof filing, which can readily be adapted to the require- 
ments of a drawing office, is one that has been based on 
composite numerals in such a way that it not only provides 
a means of filing the drawings, but also creates basic drawing 
numbers which are of great assistance in handling drawings 
throughout the factory. 

An example of the working of the system is set out in the 
diagram on page 284, and it will be seen that the main 
classificatifins of product are given a sin^c number, while 
each subsequent^ classificaf^ion of each is also numbered 
in the same wajr, the principle being carded out to 
cover each individual class and size. Thus, lathes arc 
numbered 8, turret lathes being numbered 2, and type C in 
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turret lathes 2. In this way a definite drawing number is 
created for the type, viz. 822, which, instead of being a 
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purely arbitrary humber that is meaningless except to those 
who have the records to refer ^o, is a de^ite type number 
which identifies the drawing or the* drawing number, with 
the type. ,• . ** 

The' filing of drawings numbered by this system is simple. . 
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A rack, ten sections high and ten wide, is built so as to KUng 
hold ten cases or drawers in each section. These' cases nwiem for 
, (or <bawers) each contain two sets of folders, in which the w®*^*** 
drawings are filed, each section, case, and folder being 
pliunly numbered. For standard Sawings in use a folder m 
one colour is used, while for ^superseded’ or cancelled 
drawings another colour* is used. By this . system of 
numbering the dramngs themselves are classified into* 
products, and in courte of time the individuals concerned 
leam the Reference numbers by heart, so that a dewing 
number will inllnediately indicate the part or machine it 
represents, and if necessity arises for examining all the 
previous drawings of a certain product, only a single drawer 
need be taken ogt instead of searching through all the past 
drawing numbers for all the drawings concerned. 

Drawwgs should be made on sheets of standard sizes, 
and it is arf advantage to print the margins of the sheets 
so tj^t the neces&ry references are always in the same place 
on each drawing. Standard or special drawings should be 
stamTCd with their class when issued, and all drawings 
should be plainly stamped in some way. The same dravring 
can be retained for a part or machine until i| is superseded, 
when the original stimip* on the drawing can be cancelled 
and the drawin^lqinly stamped with the word ’ superseded * 
and the date, is then transferred to the * superseded ’ 
folder for future reference. Each* new drawling can be 
given a consecutive reference letter in addition to its draw- 
ing number to distinguish it from the rest if necessary.* 

Thus C 8231 would show that the original drawing Imd 
been twice superseded. In the case of changes' in a machine 
for special purposes, the original machine being stUl made 
in the same form as before, the new machine is given a 
special supplementary drawing, and is treated as a new type 
with its own special number. 

Obviously, when drawings arc superseded, the spceifiea- Supfr- 
tions based on them are superseded also, as also are any 
blue-prints which have been made from them. This makes 
it vitmly necessary that every single copy of a blue-print 
or speafioation should be under control,. and recoverable, 
before 4 new copies are put into circulation. Control over 
blue-printsfis best achieved by the maintenihnoe of a drawing 
stores, in which ^ prints jare filed when not in use, ann 
which maintains records of all prints taken out and returned. 

Wbe* this is done, a notification to the dra^ifig stores to 
withdraw prints bearing certain number from circulation 
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is all that is necessary; to ensure their collection and delivery 
to the drawing office. 

In opiating a drawing stores, it is necessary to control Drawing 
' dQsdy all prints issued to the stores. This can be done *<*>''<* 
by maintaining a blue-print order book, in which every 
print ordered is entered and signed for by the person ordering 
it, the printer taking a re^pt on a card for each print 
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delivered. These card records of the prints made from 
each drawing arc then filed by drawing numbers, ai^ the 
number oi^rints in actual circulation can thus be ascertained 
at any time. Any prints not actually supplied to the stores 
can be recovered by the drawing office from the person 
to wbcAn they were originally issued, and whose signature 
appears on the card. The drawii^ storekeeper is also 
respon^le «for all drawings for which h6 has personally 
signed. ^ 

Original ^dflSatioBS hffvc tq be prepued lor every 
new type of machine designed, and it is inuxnrtaut that 
these spedfleations shoidd be readily aocessmle. By far 
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aptcifUa- the simplest method of recording them, for future use is by 
tion . the use of card records. These can be indexed and classified 
r«cwd» jjjg same system as the drawings, but as it is necessary 
to number each individual part sep^tely, it, is not ;^ten 
possible to carry the classification system tat enbug^' to'.. 
include the minor parts or oven minor sections. The siihpl^t ' 
way to deal with part numbers ijs to number each’ part 
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separately, an^ to leave a margin for extra parts in each 
section. Thus, if a section contained 85 parts, numbers 1 
to 50 might be reserved for it, and the next section,^begin 
at 51, each part having its own distinct number. Speciflea- 
tions and full details of each of these parts, including its 
part number and title, drawing numbers, pattern numbers, 
and the numbers of drawings on which the part also appears, 
such as assembly and erection drawings, can then be entered 
on a card, which can be liled^for reference. ' 

The distinctive classifications provided by the numbering 
systems recommended make it unnecessary to cross-index- 
tlu^* cards^ or to duplicate the records so as to provide one set 
in numerical oifler ^and’ another classified by partsv. This 
is done automatically by the numbering s^tem, which thus 
saves time, and labour. ® 

In som^ cases it may be. possible to make a single card . 
record, serve for all the necessary information reg^dingv 
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a part, including any changes that are made. Usuallv, 
however, alterations affect sections rather than single 
parts, and they are better understood when treated with uie 
section they affect than as alterations to individual parts. 
Any alterations made- in a spedfleation or drawing should 
therefore^ be given a distinqt alt^ation number, bnd the 
full details, as they affect •each' part, entered on a special 
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alteration card, each change being initialed by the individua 
responsible for it. The number of this alteration card 
should then be posted to each of the part specification cards 
affected, so that when any specification is made from it 
at a later date, the alterations, and the authority therefor, 
can be readily referred to. 

Minor chimges in specifications may be entered on the 
specification cards themselves if such is possible, and in 
any case such changes as an increased or decreased number 
of parta required, or a change in matei^ should be so 
entered, aperies of spaces'. for changes of this kind under 
different drawings beuig p^^vided for on the specification 
oard.^ In this, way the 'same cards can be usejl for successive 
drawings, parfcknuars of which can .be iwted the back of 
the can if necessary. 
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Havinji provided for the proper control of drawings Prepara- 
and specification detidls, it is noyr necessary to consider 
tiie issue of specifications to the factory. In some form or 
other» all businesses which manufacture products that are 
made Up of a number of separately manufactured parts, 
make use of * part lists ’ or specifications which detail the 
various parts composed in each complete product or machine. 

A useful method of preparing such part lists is to makfi 
them up on ordinary drawing-office tracing paper, with 
special columns for successive drawings, and to make blue- 
print copies frefin the original. Then, if a change is made 
in the specification, it is only necessary to draw a line 
down the column representing the previous drawing number 
on the original,^ ana to fill in the new details in the next 
column under tne next drawing number, the original thus 
befiomipg a new negative. 

If the original drawing number is retained, the eolumns 
may' represent batches * made under each successive 
order, and the drawing number at the head of the column 
would then give place to a batch number instead. The 
* specification portion of the sheet should occupy only about 
half, the right-hand half being left blank (Vith ruled lines 
and eolmnns) for the Storekeeper to enter his stock in 
hanc^ or orders issued, and, later, orders completed. In 
some cases it will be better to paste supplementary sheets on 
the prints as a continuation for the storekeeper’s special 
use. Lists of this kind can easily be made up in book 
form conmlete, and as the storekeeper’s entries complete 
the recordC they are not likely to cause trouble by being 
used for later orders, as may happen with printed imcci- 
ficatjons, or the ordinary type of duplichtcd forms. Care- 
ful record of any blank books issued must be kept, however, 
so that these can be immediately withdrawn from circulation 
when a change is made. 

Part lists of this kind should always be made up with 
a separate index, which can be prepared in blue-print form 
in the same way as the part list sheets themselves. This 
index should classify the sections, and should give the 
part number, title, and drawing number of each part. 

On thgse complete lists the whole structu:(^ of production is 
built,, as they are used for the issue of all manufacturing 
orders, and for, the verification of all work done, copies 
being supplied to the inspection department for this purpose. 

One of the worst difficulties that have to oe faced in 
handling the detail work of a drawing office isxhe incidental 
• f 
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work wUch conforms to no standard^ and wlu<di is.outnde 
the ordinary record system used fdr uny ' standard parts 
manufactured. Special repairs, test work^ experimental, 
work, alterations, and structure alterationa tcf. juant^ must 
all 1 m taken care of and i^orded in the sam^'.way as the 
details of standard jobs, and a. special system ds nehessary 
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* 

to take care of these variations from the normal dhurse oi 
straight manufacturing. , » 

This difficulty can be overcome by the u^ of a separate 
duplicate earth index, and a special form of spedfleation. 
The latter may be made a combined order, spedfleation, 
and drawing, the order being at the top of the sheet, followed 
by the spedfleation, and the dravnng being made in the 
form of a sketch in the lower portion. These orders are 
given spedal conslicutive numbers, and the details aare 
recorded on two sets of cards, which are flled away for 
future reference, one set being indexed numerically, accord- 
ing to order numbers, and the other by the dass of work.' 
On the numerical card records, full details of any spedtd 
drawings, instructions, or patterns issued are enter^ 
the ordtt number on the other card serving as a ref^nce 
in case such details are required for further orders of the 
same dass. 

The drawing o|9ce is generally treated as a general 
expense on the busmess as a whole, and no check Is kept on 
the work done or time taken on special jobs. 'VVlien cost 
detafls are dosdy analysed^ however, it is important that 
everything that can bejmade directly chargeable to a job 
should be reedraed, and this indudes the cost of malang 
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Miscxixab£oos Wobk 

^aw|Sigs 4iuite as much as it iaciudes 1;he minor details 
of production ^expense. Drawing office labour needs 
to be rec<»ded, therefore, in th^ same way as other kinds 
of labour, and this may be done means of aVeekly time 
sheKS^ yerffied by tfte miet draughtsman. 
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The verification of time taken is not the only control 
over the work of drawing office employees that is necessary. 
Draughtsmen in any business generally range themselves in 
course of time into distinct classes, each expert in some 
particular class of work. As a consequence, it may be found 
impossible to distribute work equitaoly, or job by job, and 
a man may have half a dozen different jobs on hand at the 
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same time, some of which may have to pass through other 
hands before being completed. If draughtsmen are left 
to work as they please, delays are bound to occur, and it 
is therefore necessary to keep a close record of all work 
distributed in the drawing office, hnd to record progress 
on long jobs. This can be done by the use of a card record 
of all work issued which can be kept in a ^te file for reference. 

By recording and classifying work in this way, a chief 
draughtsman can keep better control oyer the work in hand, 
and when anything appears to be getting delayed, can ask 
a man to report progress for his information. From bis 

P rogress records he can then decide on work that requires 
urrying, or that^needs attention in advance of othef work 
that may be in hand. • 

Where full responsibility for the manufacf;pre and handling 
of stock is not vested in the storekeeper, much of it must 
naturally dlbvplve on the drawing office, and will thus 
increase its Ordinary responsibilities. Even when the 



THE DRAWING OFFICE m 

reverse is the case, many important details affecting manu- 
factured parts must liim: with the drawii^ office intern. 

^ One important detail of control which is often left to 
chance may be mentioned as a typical instance of inci- 
dental responsibility that should devolve on the drawing 
office. Tlmt is the handling of records of misodlaueous 
stock. , • • 

When parts are changed or eliminated, there is frequently Jftteel. 
a stock in hand which has to be dealt with. The same applies 
to damaged or spoiled parts of certain classes, and to parts 
of old machines which are discarded. In many casek, these 
may be left unnoticed in the stores, and may thus cumber 
the racks until a stock-taking period arrives, in addition to 
being a ceitain amount of <mad capital that is earning no 
interest. On tile other hand, they may be scrapped indis- 
criminately and treated as waste, with a value only equiva- 
lent to that of the metal they contain. In many cases 
such ‘ scrap ’ has a far greater value as it is. Parts super- 
seded on one machine may be adaptable to another with 
little labour and expense compared with the cost of making 
new parts, and in this way a considerable quantity of dead 
stock may be utilised with profit. ^ « 

The .storekeeper cannot authorise the use of such stock, 
because he is not familiar with the technical side of manu- 
facture ; the fnctory manager cannot, because he does not 
usually know of its existence ; at^ under oj^nary circum- 
stances the drawing office is in the same position. But it is 
the drawing office that can best utilise such stock, and by 
making it a rule that all seemingly valuable odd parts 
must be listed as miscellweous stock and ^he drawii^ office 
not^ed, and that the issue of new specifications by the 
drawing office must also mean the issue of a list of all 
stock parts superseded, a basis for controlling such stock 
is provided. 

The drawing office can then keep a sj^cial record of 
parts in miscellaneous stodk, and when issuing specifications 
to the stores, can list any parts that can be used. When 
the job orders are issued by the drawing office, the using up 
of miscellaneous stock is simplified, as the orders can be 
prepared to cover anything that is usable without reference 
to t^ stores, which will merely have ta issue the stock on 
demand for re-manufacture. Any really useless stock can 
be authorised fo be * scrapped,* and a periodical inaction 
of the miscellaneous stodc recotds will keep the stores dear 
of anything of a usdess nature. 
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Clerical control is quite. as import^t in han dl i ng, drawi^ 
office details as in hand ling the ordina^ production details 
of a business, and unless the drawing office system is 
thoroughly efficient, it is likely to reflect an adverse influence 
throughout the whole course of production, even if it does not, 
in addition, cause serious delays or costly mistakes. 
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Price Lbte aod Oatalitgiies t CWsifyiiig Buying Beootda^i 
Buying C)^den^: Promises of Delivety : Cbeoking Goo^ 

Beared : Ordering by Specification i Buying for the Future 

FFICIENCY in the buying department is so greatly 
interaepdident on the efficiency of other sections 
of the organisation that the proper place for a buying 
^ha^r would naturally appear to be at the end m 
a volume, wnere Ihe influences of other departments can be 
mor^ 'thoroughly analysed and explained. But because 
buying must be the primary link in the material systems 
<4 a business, its main features ate dealt with at this point, 

• Id as to preserve a continuity in the methods described. 

The m;^ cohsideratioin in designing a buying sy^m Beguire.* 
is to provide means fqr recording the vital elements ofox^v/ 
permanent information. Sound buying is based on sound 
mowledge ; ^d knowledge ,is best |ostered h» the aid of 
records of the past. The principal lines of permanent 
information that need primary consideration are : 

Becoids of suppliers and sonices of supply. * 

Becords of past roquiroments, quotations aske^ for and received, 
putohades, and prices paid. , 

Becords of prices of standard raw materials, with information 
regarding the causes of price variationB over a period. 

Beoor^ of chemical, meohanioal, or other speoifioations of standard 

Becords of estimated future requirements. 

' These form the foundation on which a sound buying Cotofogw 
system can be built, and will be dealt with individually, iviee 
, A compl|te record of sourt^ of supply is of gjjrat importance, 
as it is .on such a record that a fim must aepena for lists 
of i^ole firms from whom competitive quotations can be 
secured. Much or the. infdhnatipn relating to standard 
piroducth is nfiturial)^ contained in wtalogues and ]>rice lists, 
and b^.wethbdnf dealing wit^ these is tp separate them 
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into tw6 distinct classes. Catalogues in book form should be 
classified by sizes, and filed away on book shelves. 

Each one should be plainly numbered on the back with a 
prominent reference number, and this reference should 
appear on any index to firms that may be kept, whether in 
book or card form. Fjat price lists and smaU catalogues 
should be filed either in folders* or boxes, and eaeb given a 
' reference number in the same way as the volumes. 

Produets listed in these price lists or catelogues should 
then 43e recorded on cards. In big businesses^ it is often 
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found advisable to use two distinct methods of iiylexing 
when listing^, products. The whole list is« first indexed by 
guide cards^ alphabetk:ally. Articles of special name of 
which there is only one in a elass are then easily located^ 
though in some cases it may be necessary to again index 
some particular products. For instance, a firm may have 
on record for possible use as many as fifty or sixty different 
classes of oil, each having a distinct name, and in such 
cases a separate alphabetical index could be inserted to 
subdivide the cards relating to oil, the whole set being 
prefaced by a special guide card to show the material. 
Classify- A different method needs to be adopted in dealing with 
in(7 buying articles or material which have a great variety of different 
records forms, yet which are known by the same general name. For 
instance, in the case of iron, a firm may use a dozen different 
varieties of the metal, and each of these may be purchased 
in from twenty to fifty different forms, sizes, or quantities. 
It is occasionally found better to separate such ihaterials 
from the general alphabetical list, esjgecially wKen the 
list is exceptionally large^ But whether separated, or used 
as a part %f a complete index, the best method of dealing 
with such materials is to provide separate guide cards for 
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each class, with supplementary guide cards to show sizes 
or quantities in each. 

* On each of these record cards of material or articles 
purchased, names of suppliers, catalogue numbers and pages, 
and cross-references to other indexes are entered, ^e 
amount of cross-indexing necQssaiy .will depend considerably 
' on the number of record maintained and on the character 
of the business. ^ ' 

As the order closely affects the records at this point 
it will be /lealt with before proceeding further. Buying 
orders should, aoove all things, be specific. They should 
detail specifications closely, so that no supplier can avoid 
the issue in the event of dissatisfaction with the goods 
supplied. Gbnerally, buying has to be done to a time 
lim^t, and o6\:asions happen when delayed deliveries may' 
stop production in some section of a factory. Time of 
delivery should therefore receive consideration in preparing 
the Mder. A useful method of doing this is to nave the 
order printed with a detachable slip or comer, bearing the' 
same number as the order, which it is the duty of the 
stecipient to return filled in with a definite delivery date. 

Some firms supply an actual copy of the ordir for the same 
purpose, 'tnd m this way get a signed promise of delivery 
on the order its^f . . 

To get a promise of delivery is one thing, ^t to enforce 
it is another and a far more difficult one. 'i^en an order 
is issued, a special copy should be prepared so that space 
is available for the entry of subsequent information. If 
not prepared in such form, a record form should be used, 
on which particulars of the order, date, &c., can ba entered, 
together with any definific promised delivery date or time. 

This should then be filed away in a date file. 

If the orders issued are numerous, this record can hePromitu 
supplemented by a further record, filed alphabetically y 
according to firm names, this second record being used as a 
means of locating, the record in the date file. Each day 
the records in the date file for the day can be taken out, 
and the firms concerned can be communicated with, cither 
by letter, telegram, tdephone, or by means of a printed 
form oi advice. This can be perforated ao that the reply 
form can b^ detached, filled in, and returned. If a subsequent 
pronUse is received, the r^pord is. filed ahead to the date, 
and the date is entered on .the .alphabetical r^rd. If a 
notification or reminder only is sent, the card is filed ahead 
to such a subseonent 'date as will allow a sfifficient time 
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for a reply to be received. Failing delivery by that date, 
either a further notification can be sent out, or the matter 
dealt with in other ways, according to.condUtions. 

Records of this kind are far more valuable than mere 
entries on cards which show actual purchases only, and as 
they can be made on thin paper, it is possible to file them. 
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indexed by materials, for future reference, in a comparatively 
small space. Very frequently a set of records of purchases 
of -a certain material, filed m this form, will be of great 
service when ordering similar material in the future, as .they 
will show not merely prices paid, but delays as well. 

But as space is always a great consideration, it is sampler 
to reserve special columns in the piqrchase records fb^ 
condensed entries which will cover.. the information the 
delivery records, contain than to reserve , a complipte" set 
of records, unless they can be made to seiVe'. another 
purpose. In a large business,,, it yould be possiUa to 
post thbir vital information to the purchase record' cards 
mrst, afterwards sending the' recoiiqs themselves' .to the 
cost office t^.a^e as reccarda’ of actual Coat;'. In 'this Way 
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' they would serve A. useful uurpose, as it is not advisable 
to send copies of orders to tne cost office, owing to the fact 
^t they may subsequently be cancelled or momfied ; while 
a -record of this kind would note any such modifications, 
whether in quality or price, and the cost office would thus 
have a record of actual delivei^ |uid their cost. 

; The orders issued by the* buying department should OAeeMfv; 
, alvmys provide a copy for use by the receiving department. . 
.This .can ea^y be duplicated at tne same time as the original, 
and by the^use of cut carbon sheets can be arranged ao as 
to omit quantitief and prices, and also, if necessary, names 
. of supi^hers. Where the columns containing prices and 
quantities appear on the original copy, columns can appear 
in blank on tfe re<^iving department copy which will pro-vide 
space for the entry of actual quantities and weights received ' 
and *the ^tes. ^ese can then be checked against the 
original copy«of tl^e order in the buying department. 

Rep&rds of all 'past buying should be maintained, for 
future information. In a small business, these may be 
incorporated on the same card as the record of sources 
d supply, by using both sides of the card. It is mnerally 
* advisable, however, to make use of a spedal record for this 
purpose, afid this record should list all quotations asked for 
and received, with fiijn names and dates ; orders placed, and 
' prices paid ; andf^the number of notifications of delay sent 
on each order, -with particulars of the ssitUal dela^n delivery. 

Such records arc invaluable in maintaining the efficiency 
of a buying department. 

While cim records can bo made to serve far the purpose 
of recording information of this kind, many businesses find 
it moie convenient to use loose-leaf books* of a convenient 
size.- These can be indexed quite as easily as cards, and have 
the added advantage that they are reMily portable and 
occupy a comparatively small space. With a book there -is 
less enance of a record being misplaced, and, in ^addition, 
a book page can be designed of a size suitable for the records, 
while there is a limit to the size a convenient card record 
can be-fnade. 

Ha^ standard raw mi^terials, w^ile th^ will come into Awonb 0 / 
. tha r^lds of purchases in the same way iu all other pur- !>*»*«<• 
dbases,^.tft>t infiuenoed to any great eictent by competitive 
quotations. Promptness in delivery, or a lower tranqiorta- 
non o<Mft, nuiy affect 1m choice of a supplier in the purchase . 
of sudi.-mktenal,< and for that reason a recoxd.'ofVorchases 
is essenl^. But. so for as the price is concerned, this may 
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t 

be fixed by national conditions, and be an ^ open market ’ 

S rice, instead of an arbitrary price fixed by individual 
rms according to their own internal conditions. 

It is essential that a good buyer should keep closely 
in touch with variations in jsuch market prices, and should 
be able to analyse or obtain ^reasons for the variations in 
price that occur. In many* eases, big firms of brokers 
* or dealers in such materials issue chart records of price 
variations each year. Every buyer of this kind of material, 
however, should maintain such records himself,* and in 
addition should supplement them with* notes on causes 
which will prove of service in anticipating variations in 
the future. To know not only what to buy, but when to 
buy, is one of the main qualifications qjE a#buyer; and 
*by recording causes in price variations in the past, a 
buyer can often lay up information that will suggest 
‘ when ’ to buy in the future. ^ • 

Ordering Accuracy in ordering goods is of great impoijtance. 
hyapecifi^ With chemical, mechanical, and general quality standards 
caiton constantly varying, it is necessary to specify material down 
• to the smallest detail if trouble is to be avoided. Yeaip 
ago it was customary for a manufacturer to order a ton of ‘ 
coal ‘ as before,’ and to be content with what duly arrived, 
so long as it was coal. Nowadays, chemistry plays such an 
important part in manufacture that firm^ specify not only 
the quantit^nd visible quality of any material or fuel they 
require, but their actum chemical constituents or their 
mechanical efficiency. Instead of buyi^ a ton of coal 
to-day, manufacturers are buying a certain number of heat 
units, plus a definable waste. And while the order is still 
for a ton of coai, it goes further and specifies just, what 
the ton of coal shall be, and what i( shall consist of. 

With material subject to such minute specifications, 
it is necessary for the buying department to Keep careful 
record of any detailed instructions regarding material that 
may be issued at any^time, as well as any permissible 
variations from standard that may be authorised for certain 
special cases. A firm which has an extensive buying 
department covering thousands of different lines ensures 
accuracy in its^ specifications and in its acceptance of 
inspections of deliveries by making use of a special card 
record o! a distinct colour, which is kept iQled with the card 
record of purchases. Thus, when •'tnaterial is required, 
and the record is looked up for particulars of prices, or the 
names of firms to whom applications for estimates are to 
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be issued, the special instruction card shows itself, and is 
duly taken note of. 

pccasionally it may be found possible to maintain a 
separate index of information of this kind, and so long as 
it is always referred to when an order or a request for an 
estimate is issued, this method is perfectly safe. A greater 
measure of safety is secured,* however, by maintaining the 
record either with or on the record of purchases ; and if a ' 
separate record should be kept, the main record should always 
be plainly sj^mped or marked to show that special instruc- 
tions are on recofU. 

It is of great importance that the buying department Buying 
should be fully informed of any estimated future require- 
ments, as thi»is o^ considerable assistance in planning future 
purchases. For every new specification issued, a spcdal ^ 
material aanalysis should be prepared for the use of the 
buying department, which will show the materials used and 
the apantities. These can then be filed for reference by 
the department, and when production is scheduled ahe^d, 
they can be referred to, and the total estimated require- 
i^nts of every class of material can thus be obtained. 

* Such information is of great value to the buyilLg department 
when making purchases df raw material which fluctuates 
in priee, as well as^n adjusting purchases so as to avoid, 
as far as possible, any strain on the financial side of the 
business. • » 

As a rule, the buying department does not concern 
itself with the actual payments for goods purchased, and 
for this reason does not include any important accounting 
records in its systems. After the verification of the delivery, 
orders can be laid aside to await the invoice, but in the 
case of returns or claim§, or any debit or credit outside 
the actual amounts of the order, it is necessary for the 
buying department to handle the matter. For tms reason OompUie 
it must keep a record of every detail of each order, and 
this can be done by the use of a complete analysis book, 
in which the orders are entered as issued, all details affecting analytia 
the order up to the time the final invoice is passed for the 
accounting department bemg posted to the various columns 
as they/>ccur. A complete financial record of the buying 
departipenttnade up in this form is of far more servi^ than 
a set of cumbersome books,^ and is far easier to plan so as 
to fit the requirements of the'generpl accounting system. 

In an extensive business it may have slight disalfivantages 
owine to the fact that all the records are tocether. and 
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may thus be difficult to handle when more ^an one depart- 
ment or derk is concerned in the handling of them, and in 
such cases it is advisable to keep the records entirdy in 
loose-leaf books and to distribute than over several distinct 
volumes if necessary. 

These links with the, ordin^ systems of the business 
will differ according to circipnstancec, and no hard-and-fast 
lines can be Itud down for handlinif them. Some useful 
suggestions, however, may be obtained from the ^pcords 
in actual use which are used to illustrate the present 
chapter. 



CHAFER IV 

STOCK RECORDS 

Tho'Glasalfioations of Factory Stock : Raw Material Stock : 

Finished Mat<i^ial Stock : Equipment Stock : Tool Stool: : 

Drawing Stores Stock 

TOCK^s the mainstay of production. It is also the 
great abft>rbcr o{ capital, and for that reason 
constant danger to the financial efficiency of a 
ISusipess. Unless it is properly maintained, production 
must suffer. If it oversteps the limit of actual requirements, 
it is*&bsorbing capital that may be vitally necessary for the 
operation of the business. Stock records are, therefore, 
p? great imj)ortancc, as it is on them that a business must 
ciepend for information that will enable a^proper balance 
to be maintained between production (or purchases)' and 
requifements. 

Simplified m^hods of handling stock can be designed Classifi- 
by closely classifying it into distinct divisiqjis. A useful ca«* 07 w 0/ 
basis for a primary division could Sc made as follows : 

Raw material stock ; * 

Finished material stock; 

Miscellaneous stock (odd parts, &c.), waste, and by-products ; 

Equipment stock ; ^ * 

Tool stock ; 

Office material stock ; 

Drawing stock. 

In a very extensive business each of these may require 
its own special department. Even in a small business, 
where stores of all kinds have to be handled by only one 
or two departments, it is advisable to closely distinguish 
betwe^ the various classes of stock handled, as by this 
mean^ any* subsequent analysis of stock uS^d is considerably 
sinwlifled. * 

Raw material stock,is bdst classified by materials. Being ^aw 
unmanufactured, such stock has not received any definite material 
reference number^ and is therefore not affected^ by any other 
, f 306 , • . u 
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methods of classification adopted in the factory. -'A practice 
that greatly facilitates the handling of raw material stock 
and records is the coding of basic materials. By givipg 
each distinct class of material a special code refereidse 
letter (or letters) its marking and recording are facilitated. 
Once these letters have been arranged, they are easy to 
remember, but their arlrangehient iji the first instance will 
> deTOnd on what other methods of reference are in use, and it 
is nest to avoid any coding which might in any why be 
mist^en for something else. 

Simple letter combinations, closely a8i;x>ciat6d with the 
actual names of the material, are by far the best to use 
when arranging material codes. The use of such com* 
binations as Cl for cast iron, WS for wro 1 ^ght steel, SA 
for sheet asbestos, and RF for round fibre mt&e the cbde 
simple to arrange as well as to remember. The adoption of 
such a code tMoughout the entire factory owill simplify 
many records considerably. It is especially useful to the 
drawing office in making up material specifications, khd to 
the storekeeper in preparing the material portions of the 
job orders, as it saves not only space but time. Wh^n 
material is coded in this maimer the code itself provide 
a definite basis for the separation of material sn the raw 
material stores as well as in the store records. c 

The records of the raw material sto^i'es will not need 
to be elab6f*ate or extensive. Card indexes of material 
stocks in hand, showing balances and material required or 
on order, with duplicate books for ordering further stock 
from the buyipg department and foi; notifying deportments 
of stock delayed, will meet most of its requirements. The 
use of card recoil is preferable to bound volumes in gtores, 
as books get badly soiled and damaged, while cards, after 
completion, can be taken out and filed away for future 
reference, leaving the indexes with nothing but * live ' 
information in them. 

Raw material stock cards should be indexed by ‘material 
and sub-indexed according to the various classes of such 
material. This makes it an easy matter to assemble cards 
of each material together for totalling the stock used over 
a certain period. 

ItateriiA In dealing ^th material received, the raw '^terial 

inwarde stores Will fist the quantities and weights on the copy of 
the original order supplied by the bdying departm^t, 
and in the case of material received for which no order is 
in hand, a j»eparate notification must be sent to the buying 
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department. All stock received will require inspection, 
and while in some cases this may be carried out by Jlie 
storekeeper, in the case of stock ordered on technical or 
chemical specifications separate inspection will need to be 
made. 

It is unnecessary for * the* storekeeper to withhold the 
advice to the buying department Antu this inspection has 
been carried out, as it is important that the buying depart- 
ment should know of any goods received as early as possible. 
In the case of a complaint regarding any giaterial delivered, 
the inspector should supply the storekeeper with a special 
complaint notice, and this should then be filled in with 
necessary particulars of the order and goods, and sent to the 
^ bu3dng department. • • 

When special inspection has to be carried out, the advice 
to the buying department notifying delivery shoidd specify 
that the goods are ^not inspected.’ Goods *on which no 
special inspection is necessary, but which* are passed hy the 
storekeeper, can be advised, on the notification of delivery 
sent to the buying department, as ^ inspected.’ A list 
of all goods inspected and passed each day should be sent 
to the buying*department to conyplete the records. 

Any system adopted for the use of the*finisned stores 
must be considerably broader in scope tl^ any othef of the 
stock recoil systeihs of the factory. It will depend con- 
siderably on the interlial organisation, what actual records 
arc used in the finished stores, as it is advisable in some 
cases to concentrate at this point many records which in 
other busines^s would be scattered through such depart- 
ments as the drawing office, cost office, or the buying 
department. Iif suggesting bases for systems in this 
volume, therefore, it must be Understood that^thc records 
shown are not necessarily confined to the departmental 
system in which they are given, as what may in one case 
be a part of the system of the drawing office may need, 
in another, to be incorporated in the system of the nnished 
stores or some other department. 

Certain manufacturinjg businesses lend themselves to . 
a great amount of simplification in the planning of records, 
owing to the standard character of the work handled, and 
in many of these businesses it is possible to give consecutive 
part numbers to everything manufactured, which* numbers 
rarely nc^ to be changed. The number of such businesses 
is small, and their internal systems are generally easy to 
handle, so that in treating the i|tock system of the finished 
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stores, it from the poiitt of view of the more extensive 
plant. 

, When products are classified for drawing ofiice purposes OtaMift- 
as described in the chapter on the ‘ Drawing Office' a oasic cation of 
number is provided which can be utilised with the part *’**'** 

' numbers so a$ to definitely identify any part. This will 
enable the finished parts tif be distributed in the stores 
according to products, and to be indexed in the same way,* 
and >Yill. preserve the same part number in the stores as 
the part has on its drawings and specifications. ^ 

In the case of*standard parts which are used for many 
different products, such as bolts, screws, springs, &c., 
it is obviously impossible to list these by each of their 
special part numbers. These should be kept separate from 
the oirimaiy finisned parts in the stores, both in the racks* 
or bins gnu ip. the records, as stock in such cases is not 
affected by*the requirements of a single product, but is 
stan<|l^ stock i^hich needs to be mamtained separately. 

Such' parts should have a standard number, which should 
originally be given by the stores. This is necessary in 
to enaUe the stock of such parts to be kept in 
consecutive order, and while the storekeeper can easily 
plan his accoBmu>dation« to this end, the drawing office 
could, not' properly distribute numbers in such a way as 
to adjust the pl&rfs to the internal arrangements of the 
stores. ' « *, ^ 

These standard parts having a mstinct part number as 
a part of some product, and mso their own stock number, 
must be known to the di^awing office, as well ps to the stores, 
by each of their numbers. This is simple, as practically , 
everv part in use must originate from or,bc authorised by 
the drawing office, and when a part is specified which is not 
in stock, it is a simple matter for the drawing office to send 
a notification to the stores that the part is to have a stock 
number i^ven it, and a stock card opened. The number 
given is then entered on the notification, which is returned 
to the drawing office, where the stock number is entered 
on the ordina^ specification record of the drawing office. 

Any specification issued can then state either the actual 
part n^ber or the stock number, or both. 

Rewrds* of part, numbers given to stdek parts should Assoeiat- 
be ndWl' on the stock record card, as this is a •valuable infparto 
guide when calddating st&ck margins. The entry of the 
part number idi^tifies the part whh certain definite products 
when production Is schediucdi and if it is found that certain 



Stock 

margma 


Produce 

tion 

orders 


812 FACTORY ORGANISATION 

products arc increasing or decreasing in demand^ it is 

1 ;)ossiblc to adjust the stock margins to suit. In a big 
actory it is a great help to this end to list all stock parts 
used in each standard product on a card (or cards), which 
can be filed behind tnc records of manufactured parts 
of the same product, ^^hen, if the schedules are varied, 
the list of parts of each product «is immediately avail- 
\ible, and adjustments can be made to suit the altered 
demand. 

Whf rc many small parts arc used it is often an^advantage 
to fix samples on the stock bins, as also to m&ke up numbered 
sets on boards, so that parts cannot be confused with other 
parts of the same type used in other products. 

In cases where a great measure of coijfrol«is vested in 
•the drawing oIRse, the responsibility for revising stock 
margins may centre there, but in practice it is found better 
to avoid any undue centralisation of responsibility at any 
point, as the more equitable the distribution of responsibility 
IS made, the greater the all-round efficiency of the organisa- 
tion is likely to be. 

Specifications of products to be manufactured centre 
first at the finished stores. As has been already explained 
these should always provide spaces for records of stock to 
be entered, and it is on the basis of this analysis of parts 
required that the finished stores must issfie its orders for 
production. When a ctock o4 any part is mainlined, 
the number of parts actually in hand may be reserved for 
an order, if it is urgent, and a production order issued 
for further sto<i(k to make up the deficiency^ But as far 
as possible, it is advisable to retain the minimum margin 
of stock, and to issue orders for production whenever 
such orders have any chance of bcihg completed within the 
time. Stock margins, when maintained, should be reserved 
only for special emergencies, such as repairs or very 
urgent orders, to make up deficiencies of jobs which have 
produced a number of spoilt parts. It is necessary, there- 
fore, for the storekccijer to be able to watch closely the 
details of stock entered against a specification, and anv 
entry columns provided for his records should be very full 
and complete. ^ 

From his reco/ds of stock, entered against th6 specifica- 
tions, th8 storekeeper can prepare his job orders. These 
link the entire production system together, f and will be 
fully dealt Svith in ‘a separate chapter. They affect the 
stores systoles greatly at this point, as their issue involves 
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the preparation of material specifications for the first 
department concerned in the work, and also the arranging 
df raw ^ material and originating department material. 
Every job order issued will entail the issue cither of 
instractions to the raw material stores for raw material^ 
or instructions to the origiiiathig departments for the 
production of manufactiAed raw material, the latter 
naturally including the issue of instructions to the raw 
material stores for material to be issued to the originating 
departments. , 

This brings into being a supplementary job order for the 

S aration of manufactured raw material, and this can be 
b with ill the same way as the ordinary job order, with 
the cxccptidli that while a copy must be sent to the cost 
office in the usual way, the order need not be taken into 
account^by the progress department. The progress depart- 
ment exist# to control production from the point where it 
leases the contr61 of the stores. Prior to that the prepara- 
tion of raw material is the sole consideration, and progress 
on that is controlled by the buying record system on the 
one hand, and the stores records of originating department 
job orders on the other. • 

Completed ^ob orders hre sent to the stores by the inspec- 
tion ‘departmei^ with the finished parts, and after these 
have been verified and taken into account on the stock 
records and on the specification sheets, the^ob order can 
be filled in with details of parts received in good condition, 
and sent to the cost office for record purposes there. All 
job order numbers arc noted on the stock records when parts 
are taken into stock, so that a definite link between the 
production details and the stock is maintained ; and at 
any future date the entire course of production of any 
single part can thus be traced through the records, if 
necessary. 

Supplementary to the records entered on the specification Stock 
sheets, it is often possible to visualise the stock conditions 
of an order by the use of stock charts, and these are made up 
at the same time as the corresponding entries arc posted to 
the record. The use of a stock chart will frequently do 
more ^o ^eed work and prevent delays than the entire 
records ofthe progress department, as it teeps prominently 
before the storekeeper tl)e actual condition of silock aa it 
affects production, o 

Given twenty-five parts to a particular sebtion, all of 
which are due for assembly by January 25^ the progress 




^ SfttfPLZ: fOBM OF STOOX AK]> ]pztoi>troTiox^ Csaxt 

There are tnany ways of using type of c}hart, but this example is 
used as follows « Parts ordered are oolouted lemon or orange^ aooording ‘ 
to the olass of order ; parts in oourse of 'manufacture are odlouied red*; 
and parts complete are coloured black* j^eserred parth axe entered in 
gn^ at the^hpad of me cohinm until usecC wben bla» is'BUed in to diow 
^they lmve been taken into 'acmunt as used part^ 
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t^ords them within •schedule time if possible. But 
Ui stodc ch^ will show at a glance the relation of every 
ppart to the rest of the machine or product, and if twenty- 
three of the twenty-five parts in the section are ready for 
assembly on January 12, and the rest of the machine is 
Gotlrespondingly ahead, the storekeeper can revise his 
time schedule on thew remaining parts, and possibly gain a 
full ten days on his finished part schedule by so doing, 
leayix^ a wider margin for emergencies in the assembly and 
finishing departments. In some businesses it is possible to 
make a sibock bhart of this kind serve the purpose of a 
progress record as well, and reference to the various forms 
of stock charts described later may suggest suitable forms 
for a neat variety of businesses. 

Linked closely with production and stock-keeping is tlie Twi ' 
probleip of tool stock. This is, literally, a section of 
equipment* stock, but is equipment stock which is 
part of the equipment itself, while materials treated as 
equipment stow in the ordinary stores are those required 
for maintenance purooses, and which are not returnable 
, when once issued. This provides a method of distinction 
between equipment stock handled by thcb ordinary stores 
and equ^mcgit stock which is under the control of the tool 
stores. 

When heavy 2tdcks of tools are maintained, as is frequently 
the case in engineering Ipisinesses which afe operated on 
premium or efficiency systems of labour payment, it is 
advisable to number all important tools, as well as standard 
templates or other equipment used for ensuring accuracy, 
and to keep* a careful record of their use. The creation of 
to^ stock '^l usually be the result of cq-operation between 
department managers ^nd the chief tool-maker, and if the 
latter is assisted by efficient records of the amount of usage 
the stock receives, it is possible to keep the tool stock at 
a minimum without anecting production by lack of tool 
equipment. 

It should be made a definite policy, whenever possible, to 
issue valuable fools, of which oiuy a small stock is kept, only 
> oh the signed authorisation of a foreman, who should indicate 
the |ob the tool is required for and the normal time it will 
. he ii^\ise» In the case of faulty work which may be caused 
by the issue of a wrong pattern or a damaged tooi,*the act^ual 
tool isQped can'then be traced : and if a tool is required by* 
anoth« departinent, reference to the demand will indicate 
thf tiipe i|t will be at liberty. 
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Standard tools should be issued to workmen in Exchange 
for tool checks, bearing their time number. Tools issued 
in this way can be exchanged for freshly ground tools as 
often as may be necessaiy, the check remaining in the 
possession of the stores until a tool is handed in in exchange 
for it. Workmen are then responsible for tools taken out 
by means of their checks* and In the$ event of a workman 
leaving he must hand in his proper number of tool checks 
before his wages are paid. This system makes it unneces- 
S|iry fo^ the workman to obtain authorisations for ordinary 
tools required, or to sign for them when isAied, and under 
any system of production which relieves the workman of all 
miscellaneous work outside straight production a system of 
• this kind is necessary. The tool checks ^e hung on the 
boxes or partitions from which the tools are taken, and the 
man’s number is entered on the record card of tool% issued. 

These tool record cards should be in very siixy>le form, 
and, if necessary, may be posted from a rou^book made up 
in pencil as the stores are issued. The cards are chiefly 
for purposes of analysis, and subsequent reference in 
special cases, and only have their greatest efficiency in 
large business. Jin small factories, the use of a continuous 
record ot stores issued and returned will gonerrfly meet 
all requirements, as in handling small quantities of tools 
stock adjusts itself to requirements far mor^ readily than in 
extensive busihcsscs. * 

When any measure of reliability can be placed on the 
clerks or boys in the tool room, a simple method of recording 
tool stock issued, and returned is by thp use of cards affixed 
to the boxes or partitions from which the tools are taken. 
The entry of the q}i<^ck or authorisation number, date, g-nd 
time takes but a few seconds in siffch cases, and separate 
records for each tool are thus kept with little trouble. 
Records made up in this way, however, are rarely reliable, 
as in a rush period entries are apt to be missed or left over ; 
and while a record of the kind may be made use of as a 
general indication of tool stock used, the permanent list of 
stock in and out should also be kept to ensure an accurate 
record always being available. 

In dealing with important tool stock issued on written 
authorisation, as Veil as in dealing with the stock {>f the 
ordinary Utores, a useful method of ensuring accuracy in 
I tiling records is to use a numbering Viachine. * The authorisa'^ 
Itions are numbered With tlus as dealt with, and the same 
■number is printed in the column of the stores day book at 
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the same time* Errors fti entering numbers or in filing 
can thus be avoided, as it may frequently happen that 
** authorisation slips from different departments may bear the 
' same number, and while colour variations can be adopted 
to distinguish the slips of the various departments, the entry 
of two similar reference numbers may lead to confusion. 

The machine prints the stores consecutive number on each 
slip received, and these numbers serve as a reference In 
the stores ledger. The original number of the* slip is 
entered in the book as well, and the numbered slips 
are then filea away in consecutive order for future 
reference. 

Control over certain tool stock, such as dies, is also main- 
tained by the drawing office, which maintains permanent 
records of all such tools made, and eontrols their use on jobs 
id the same way as it controls the use of patterns. 

Of the Remaining classifications of stock, the drawing Dramng 
stonss stock enftils some variations from the usual methods 
adopted in controlling stock which are of special interest. 

Control over all drawings issued is maintained by the drawing 
'Office records, which have already been described. The 
control ^over drawings in constant use devolves on the 
drawing* stoics or its equivalent. The main records of the 
drawing stores jnust cover : 

Drawings issued and return^ ; 

Drawings of standard parts which are in constant use and which 
are not held in stock, but which must be kept track of ; 

Drawings withdrawn,* and required to be returned to the depart- 
ment which originally had them. 

Records of drawings issued and returned need not be 
maintained as a permanent record, as tool issues need to be. 

The simplest method of dealing with drawing stock is to use 
an index composed of guide cards only, the cards representing 
the different drawings in use. Any department requiring 
a blue-print from the stores must then issue a simple form 
of demand, and on the issue of the drawing this can be filed 
behind the guide card as a record of the holder. When the 
drav^g is returned, the demand is taken out and handed 
ba^]^ as £» receipt, when it can be destrojTed by the foreman 
who issued it. • ^ 

In manv bflsines^es, Vhere^ a considerable amount of 
stock production is carried on, it is found mecessary to 
keep certain standard drawings always available in some of 
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the d^atosents. A simple method of dealing with these 
is to prepare them in standard sizes, and to moimt them on 
flight metal mounts, each mount having a'drawing^ on each 
side. These mounted drawii^ are then inserted in a rack 
yerticaHy, and swing h:om pivots at the back. The rack 
itself can be kept locked, so that the drawings cannot be 
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removed, while the pivots make it easy for anybody to refer 
to them. * * 

Records of all such drawings should be kept by the drawing 
stofts in the form of specisi permanent 'cards filed behind 
the guide cards of the drawings. Periodical inspections 
shoiM be made to ensure the sets being complete ; and if 
any drawings have to be withdrawn from circulation, the 
cam records will indicate their position. 

' When the number of blue-prmts in use is limited, it often Control- 
occurs that one has to be withdrawn from one department «« 
..fQr'UK by another for a time. In such cases any delay in 
retu^ng' the print may cause delay in production, and ^ 
pbssiMy prevent a iWkn from proceeding with his work. 

A^' dta^ngs withdrawn in this, way shomd haves* attached 
to' them a speoial * urgent return ' slip, which should "be 
so pr^ared in' c8se a drawihg is returned direct, means 
of mlprpiiiig the stores is provided. It would be an obvious ^ 
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waste of time for «a draughtsman who has withdrawn a 
drawing from a department for a short time, and who had 
to pass through the department, to take the drawing to the 
stores and compel the workman to fetch it from there agaii^. 
By making the slip returnable to the stores in the absence 
of the drawing, this is simplified. 

The drawing stores niust k<!^p a cTecord of aU drawings 
citemporarily withdrawn in this way, and must follow them 
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up if they are delayed, so that too great an importance cannot 
be attached to the necessity for prompt delivery of any^lips 
notifying direct return. 

The methods of handling stock of various kinds as already 
described will cover the requirements of many of the remain- 
ing classifications of stock, and in other cases the problem 
of dealing with certain special classes of stock will be found 
dealt with under subjects which arc more directly related 
to the material concerned than to the ordinary stock-keeping 
sections of the business. 
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PRODUCTION, inspection. AND PROGRESS. 
RECORDS , 

FmlUbtioii Ofderd and Tlioir Usra Overlapping Production 
• , SohedalM ' :> Inspection Braords s Progress Xiecords and 

< Charts : Various Methods of JE^cording Process IXetsils ; 

' ^ Speeding and Ck>ntrolling Production 

W HEN products consist of a number of complete 
manufactured parts or sections^ manufacture has 
^ to deal with each part as an individual product, 

*** , ' 'ana production orders must be issued for each 
part or'tor each batch of parts of the same class. ' While there * 
arc wide differences between other sections of manufacturing 
diusiiiesises, according to the class of prodyet handled, {he 
handlings of a production order will vary comparatively little 
whether it iS for a single part or for a complete product. 
Busfnesses which tiave no separate part production can thus 
gain useful ideas from the organisation of a bnsiiiess which is 
operated solely on the manufacttire of individual parts, 
as the same measures of control and the same requirements 
of information apply to a great extent in each case^ 

In the pt^ent chaptci^ the job order, or production order, produce 
will be treated solely from the point of view of the plant tion 
where part production is carried on, so as*to fink the records orders 
. more effectively with the methods described in other 
chapters. Job orders are based on the specifications gener* 
ally issued by the drawing ofhee, which are first checked 
^aiiuit the stock available. They must Jink with records 
? in two departments — ^the drawing office and stores — ^and 
must show, the necessary reference numbers to link them 
with>/<^ery associated reeprd in these departments. In 
parl^ pir^uetion, §ep^ateJoi3 orders , are issued for every 
< parts olthe .Jame kind, and as the material specif!- 

j^tim must be ehtered on them iu some form or other, 
it iS'Sinipli^tricsm^e it Ijie material demand slip* which^can 
be dem^hed by the* department that is first concerned with^ ‘ 
the raw^matenal. • • . 

I , s - 321 , 
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Issued* with the job oidcr, and accoiniianying the jobs 
in the courscj of manufacture, must be a reference tag 
^ without which no parts are accepted by the inspection 
department. 

Job orders must specify not only material and manufac- Prodvie- 
turing details, but operations. Jif any departments arc con- 
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A Job Order Tally, isscjed with the Job 
Order so that the Parts can always 

BE IDENTIFIED DURING TUECoUHSIf: OF 

Manufacture 

corned in the operations performed on an order, and it is 
not advisable for each of them to have to work out the 
progress of work for itself. By listiflg each distinct 
oper&tion on the job order in proper rotation,* thcrefort', 
greater facility* in posting details is provided for. •In 
addition, by definitely indicating the epurse of work through 
the departments, its handling in the factory is nieilitated. 
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'VViih opetations detailed on tbe job order, it is obviously 
a simple matter to specify definite time limits for each. 
The time limit for the complete order udll be created by the 
time the complete section, of which it is a part, is to be ready 
for assembly. Operation times will, therefore, vary, as a‘ 

f iart that must go through fifteen operations has far less 
atitude than one which has only to go through two ; and 
unless production is controlled by means of specified times, 
the one part may take two days and the^ other fifteen, 
jvith the result that a complete section may be held up 
awaiting odd parts that have been pi^ceedifig slowly 
through the various departments. So long as definite 
time limits can be fixed for the complete order, they should 
also be either definitely fixed or be coi),trolkible for the 
•operations, though it must always be tmderstood that times 
set are ‘ limits,* and not actual dates on which operations 
must be completed. • 

When production is definitely scheduled «n this way^it is 
tn; advisable to distinguish between various classes of production 
dvetion orders.] Ordinary production orders must always be 
regarded as important so far as the time limits are concerned, 
and foremen »ould understand that such orders must gfb 
through- within the operation tim^s allowed. On urgent 
orders, however, the foremen must understand that tha time 
limits are only set to ensure definite delivery by a fixed 
date, and thSt they nvist use every effort to improve on 
the times and speed the job .along. The third class of 
production order, which might be termed supplementary 
stock productii^n, need rarely be regt^ed as of importance 
so far as operation time limits are concerned ; and these 
could in most cases be omitted entirely, though it is advisable, 
as far as possible, to always indiqdte a definite time umit 
for the completion of the order. 

Time, limits adjusted in this way ensure vrork being 
handled in the order of its importance, without interfering 
with the adjustment of production by the departments 
concerned. Without such control over production, an'oider 
may be left aside for weeks owing to pressure of other work, 
of seeming importance, or which wpeared to fit in better 
with departmental conditions. When fixing time limits,' 
it is well to bedr in mind that production schedules will, 
in innupierable cases, overlap; and production*' time 
sdiedules should be primarily based 'on a complete produc* 
tion schedt\le for the ordeif or produ^. It would rarely^be 
possible, for instance, to complete all originating department 
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productions before actual manufacture was commenced ; 
or to 'mthhold sections from the assembly dejmrtment until 
the finished parts of every other section were in hand. 

This important, fact must result in the overlapping of Over- 
schedules in such a way that while the various departments 
continue to maintain prodjiction at a point tiuit will keep 
the remaining departments suppfied with work, it mav 1 m 
possible for toe originating departments to be at work oh 
parts while the finishing department, on the other hand, 

IS dealing with gdvance sections of the same produej;. This 
is an extreme result, but, under normal circumstances, 
certain parts will bC found to require only a fraction of the 
time necessary to produce others of the same section, and 
ovcrlapping*scheduies will enable the whole to be distributed 
in such a manner that the parts comprising each section 
reach toe stores as finished parts ready for assembly at 
approximately the same time. Some sections, .again, 
majabe planned to arrive ahead of others, and in this way 
production can be properly balanced throughout the entire 
factory. 

• Scheduled dates, so far as they affect the completed pafts, 
are natiyrally within the province of the* finished stores. 

But as the st&rcs is in no way concerned with labour records, 
or nWth actual prbduction, it is obviously impossible for 
any efficient system of operation time schedules to be 
under its control. Labour^ records, and details affecting 
production, centre at certain points in the factory office, 
and it is advisable to have these points together as far as 
possible. Cost, labour, bonus, and progress records are all 
linked closely, and by concentrating them in one department 
reference is grCatly facilitated, and the duplieation of records 
is avoided. With production records centred in this way, 
the scheduling of operation times presents little difficulty, 
as it is, in any case, necessary for the job order to pass through 
the factory office before production commences. During its 
progress through the factory office, it must take up its 
supplementary details, such as the specifications of opera- 
tions ; and any time adjustments affecting these are best 
planned by the department or individual handling the opera- 
tion records. , 

Jo^ orders must follow the work through to the end of its Tie 
production. After all final details have been enteredj qpd 
the details of the order posted to the records of the factory ^ 
office, the job orders are sent direct to the flrsk department 
concerned in production. ^ Here the foreinan, can fllg his 
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orders by dates, and can take up* the question of ^material 
with the raw material stores as described in another chapter. 
On completion of the operation, the orders and job label are 
handed in with the work and the workman’s time record 
to the inspection department, where the work is verified, 
and the details noted on the or^pr and on the time record 
of the workman, after which the ordef goes out again with 
ifs label and parts to the succeeding department. On the 
final completion of the order, the finished parts are sent 
with tlip 30 b order to the finished stores, jv^hich {>osts its 
records from the complete order, afterwards sending it 
to the factory office for final details to be posted and for 
filing. The label remains in the stores as its record of 
orders handled. • * 

• Conditions may occur in factories which make it vitally 
necessary for departments to know what work may fie 
expected some time in advance. In such cases, fhany i^^s 
make copies of the important details of eadh order foswthe 
departments concerned. Where circumstances permit, and 
the labour entailed is not excessive, it is often possible, 
wHfen the orders are being dealt with by a progress clcrk^ 
to list departmSntal operations, with scheduled jdates in 
and out. Continuous records of orders issued^ when made 
up in this way, frequently facilitate the ’planning of '^ork 
by the deparjments, especially when certain machinery 
is occasionally being wofked at fiull pressure ; and, on the 
other hand, a departmental record of this kind is a useful 
addition to the records of the progress department as well. 
When used, it brings pressure to bear on production from 
two points, the progress department watching work that is 
delayed, and the departments that ^rc short bf work bofing 
able to make demands for definite orders to be pressed 
forward so as to enable production to be adjusted to better 
advantage. 

Inspection Few records arc necessary in the inspection department, 

records as it is merely a verifying point, and cannot be made a 
serviceable point for any specific information to be centred 
at. Receiving the work with the job order and time 
records, its duties arc to verify the operations performed,* 
and to reject any^parts that are unsatisfactory or damaged^ 
Details of those arc then entered on the workman’sTbime** card, 
whjeh is itasscd on to the time office for posting purposes. 
All reductions in the nmnbcr of^paijts are also noted on 
the job ordc'f, and wlicn this is next issued, it is with the 
number of p^rtsleft in the coursp of manufacture. A con- 
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secutive fecord of all work^ealt with must be kept, and from 
tius notifications of spoiled parts are prepared, and sent 
Vith the parts to the stores. 

As the job order may. be still in use in the factory, and as 
time records are generally required for posting purposes ami 
must be carefully filed and preserved, it is advisable to make 
notifications of spoilt parts in triplicate, one copy going 


IN8PEOTION DEP'T. 

To SToAeKKBPERi * 

Pleaao receive the Tollowini^ TauHy parte 

flrom Job Order No. 

e 


Man's Sfrap 

Alat'l Scinp 

• 

• 

• 



• «• ■ 

191 

• 


A Notification of Faulty Parts sent to tu k Stores 
BY THE InSPBOTION JDjpPARTMENT ♦ 


with the parts to the stores, another being kept as an 
inspection department record, and the third copy being sent 
to the factory office Ifor posting to the workman’s efficiency 
record, and fpr use in making up records of spoilt work. 

Tlfe manager of the inspection department may be left to 
decide what parts are actually scrap metal, and whether 
any parts may have a future value as miscellaneous stock 
or not. In the case of scrap metal, the raw material or 
waste stores would receive the parts ; while usable parts 
would be sent to the finished stores. 

It would be posisible tb use a fourth copy of the notification Notifying 
in the latter case, which could be sent first to the stores /aw/ry 
with the parts, and subsequently passed on to the drawing 
offices as« a notification of miscellaneous stock received, 
with the stores stock number added, though a preferable 
system is for the stores# to make a list of all *such i^arts 
received into miscellaneous Itock. ^ Parts thus sent to 
miscellaneous stock could be so notch on the^factory office 
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copy of the notification — ^which should also go to the stores 
in the first instance for the miscellaneous stodc number to be 
entered — and could be allowed a nominal percent^e of their 
value, instead of being treated as scrap or waste. Records of. 
such stock would then be available for costing purposes 
if the parts were used again. 

Progress Progress records must Vary considerably according to the 

records <«lass of business, and alternative methods of dealinjgf with 
them will be suggested, so as to show the application 
of the principle. In factories where production .entails a 
great number of individual operations, none of winch absorb 
much time or labour, individual job orders are not used, and 
any orders issued are for a complete product. As an instance, 
the making of a pair of shoes, under moden^ conflitions, may 
entail fifty or sixty operations, yet the whole labour value 
incorporated in the shoe when completed may be less th&n 
a couple of shillings, and certain operations •may have 
entailed the expenditure of but a fraction of a minute &n 
employee’s time. 

Depart- Retailed systems of recording progress under such con- 

meru^ ditions cannot possibly be based on any ordinary timg 

^re^d^^ record, as even fender a system of time cards for each opera- 
tion an order may have passed through half •a d^^en sub- 
sequent operations before its progress • can be recorded. 
A useful metl^od when the nunaber of ^ operations w great 
is to issue departmental job orders in card form with all 
possible operations indicated on the side in rotation. Against 
these are spaces for the stamping of marks representing 
operations to b<j or not to be performed, and these spaces 
are detachable. When an operator completes an operation 
on order, the space representing it is ^etached,'the operator’s 
number stamped on the" back (as well as on the card) for 
labour record purposes, and the space is dropped into a box. 
These boxes are cleared frequently during the day, and the 
records’ of departmental progress are posted from the 
contents, which also provide records of work done for the 
wages records. 

The various departments tnen make up notifications of . 
all orders handed on to subsequent departments, and from 
these an office progress book is posted. In this way the 
' office can always ifeep in touch with an ordfer, as thb progress 
records shQW the department it was in the previous eyemng ; 
while any inquiry ^or ; inst/uctiohsTi;egarding the'/ actual 
order can easily be carried out by reference to the draart- 
mental progress [record. This latter is 'frequently made tip 
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in such a way that it serves as* a preliminary w4ges record 
as well, and the actual wages books are then posted 
from it. 

Another useful method in use for orders where the number 
of operations is small is used by a Swiss watch factory. In 
thi^ case each order is given a card, which is filed away in the 
olficc for reference. When this edrd is issued, a set of 
' numbered slips of the same number as the card is issued 
to the factory, with manufacturing or assembly instructions. 


Order Sheet No, .. 
, Left my Dept for 
Date 


Name . . 






Slined 

Foreman of 


A Progress Klip used to Trace Work as it Passes prom 
Department to J)epartment 

• t 

All parts concerned in the order arc then put in boxes with 
])artitions, the •various divisions^ representing the ^arts 
concerned in each operation or department. As each 
operation, or the work of a department, is completed, the 
slip representing it is torn off, and the office messengers 
collect the slips from special boxes during the day. The 
slips show the workman’s number, and from these the labout 
records are posted. The slips are then pasted on the office 
record cards in spaces provided for them, so that everything^ 
relating to the order is concentrated on a single card record, 
which can be looked up at any time. 

The ‘ v ’ marfts along the edges of the ckrd shbwn^^rc cut 
out witb a punch to classify the order and its details. The 
dhrd is thus permanently jnarkefl wjth its* special classifica- 
tion, which cannot be altered ; and in sorting the cards it is 
impossible to make a mistake, as the euts of each class must 
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register, and a card in its wrong position is thus immediately 
disclosed. 

^ \^ere production consists of the separate manufacture of Progrw 
distinct parts, which are later assembled into a complete »‘worci» for 
product, altogether different methods need to be adopted. 

As has already been explained, progress records in such cases 
are best linked with the job time records and the individual 
job orders. As a department of the ordinary factory office, 
the progress department can take over the job orders* after 
all details have t^cn issued on them, and before their^issue 
to , the factory. Each of these job orders will give the 
complete order number, the job order and part numbers, 
the operations to be performed, and the time limits on 
each. * • 

Progress, while it can be recorded in books or on records, 
cannot be accurately controlled by such means unless special 
date ijecords^arc kept, and even in such cases the work is 
cxccedmglydifficiilt. When progress is recorded on a chart, 
however, every detail affecting an order is visible at the 
same time ; and a greater degree of efficiency in controlling 
progress can be achieved by this means. A chart can bd 
used for e^xry complete order, and from ifhu job orders 
issued, or from* complete lists of job orders prej)arcd by the 
stores, *the various columns qjeni be made up, one to each order. 

In the columns code letters representing c)4>cratious or 
departments, or both, can. be entdred, with or without 
individual operation dates as may be found necessary. At 
the top,of each column the final date for the completion of 
the section comprising* the part is entered, and, above all, 
the date for completion of the order itself, or of the section 
as a complete uhit. , ' 

Chart records of this kind can Ixi used in a variety of ways. Progre^ts 
When scheduled dates do not cover a long period, the 
horizontal lines of the chart may be used to represent dates, 

^nd the entries can be made in the cedumns to correspond. 

On completion of the operation, the entry can then be 
crossed out, and by using one kind of ink for jobs ahead of 
^tirne or on time, and another kind of ink for jobs which arc 
behind time, it is possible to show prominently on the chart 
the jobs which are getting delayed. When production 
extends over a considerable period, it is not possible to use 
date lines on the ^art, and in such cases any actual operation 
dates must be entered in the ^aees themselves, thougib 
even in such cases it is frequently found i)osfliblc to use 
certain lines to represent definite dates, and fo enter all 
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Speeding 
and con- 
trolling 
production 


operations before that date belpw, and any after the date 
above, the line. 

Another variation in the method of entering details 
may be used when no definite operation dates are meed. In 
certain cases it is unnecessary to fix certain definite operation 
dates, either because of the interference with the ordinary 
course of production they might be lively to create, or because 
. ! the operations are so stan- 


dardised or so few that 
URGENT the progress clerk can 

t ————— easily control •them. In 

THIS ORDER MUST BE HURRIED guch cascs onlv the final 

ALONG WITH ALL POSSIBLE SPEED j ™ cascs oniy tne nnai 

date of completion is 

ro Foreman of Dopt. ' Axed is entered 

„ , , , ^ . by the progress clerk at 

.nu,, ....attue.u.ato Ordc.r 

.NO.. If the order h« left your column. Codc letters and 

Ih-iartmcnt the slip must b.- sen! Imme- g ^ 

diateiytooept. .. partmcnt and opi&ation 

. « * 13 » o ^re then entered in black 

A Special ‘Rush* Slip which is . i . 4.1 ^ 

• Sent Out by the Peooress Clebk Jhe necessary 

WHEN AN Obu^b IS BEHIND Time spaccs, and when progress 

is recordejl on any job, 
the clerk can check the work remaining to be done gainst 
the time limit fixed, entering the record in green if the job is 
keeping up tb normal Jime, and in red if it is behind time. 
'Red entries show prominently On a chart of this kind, and 
in the event of a necessity for speeding up an entire section 
or order^ they will show the jobs to which special attention 
must be given* ' 

Time cards, after being passed by the inspection d^art- 
ment, should go direct to the progress clerk before Bteing 
dealt with as time records. The cards will show the job 
order and part numbers, and will identify the order with the 


To Foroman of Dept. 

This sill) Ik.*‘ iittachod to Order 

Xo. , I f the Order has left your 

Departmeut tlir slip must be Men! Imme- 
diately to Dent. 

A Special ‘Rush* Slip which is 
• Sent Out by the Pboobess Clebk 
when an Obd^b is Behind Time 


chart records. The operation and department will also be 
shown, and the recording of progress is thus simplified. For 
all orders which arc getting behind, the progress clerk must 
issue special ‘ hurry ’ notices. These should preferably 
be small red slips, giving the order and job numbers and 
the name of the department. They should also contain 
a notification t^ the foreman of the department in^ which 
the order is charted as being in to hand on the slip to 
the nexif department (which can be mdicated) if the 
order has already been passed on.* These slips are then 
attached tef the job 6 rdcrs, which thenceforth become ‘ rush ’ 
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or ‘ urgent,’* and must be pushed forward ahead of every- 
thing else* 

Progress records made up in chart form are of use for more 
purposes than that of closely controlling progress on each 
part in process of manufacture. Cases continually occur 
in a manufacturing business where it is vitally necessiiry 
to know definitely the ^xaet* condition of an order in its 
entirety. With book records of progress this will frequently 
entail long and difficult analysis, however efficient the 
records may be for recording progress as it proceeds. When 
charts are li^cd, tMfe condition of an entire section, or «iven 
of an entire order, can be seen at a glance, and an experi- 
enced progress clerk can tell more from a set of charts after 
a few minutes’ ^nspjjction than any factory ollieial or clerk 
could discover after an hour’s anal^'^sis of ordinary clcTieal 
rcconds. 
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CHAPTER^VI 

INTERNAL AND EXTERNAL ORIGINATING 
DEPARTMENTS 

Meaning of * Originating Departments^ : !RaW(> Material 
and Manufactured Baw Material : Ordering Material : ^ 
Patterns and Pattern Becords : Controlling Produotion in 
Originating Departments ^ 

A n analysis^, of manufacturing businesses would probably 
show that' the majority of them make use in Some 
way or other of an originating department, internal or 
external. The foundry and forge toe the md^* origin- 
ating departments in engineering businesses, and their equiva- 
lent can generally be found in other classes of businesses also. 
^The difference between raw material and material handled 
by an origimfting department is that the one is a standard 
basic material, taken directly into“stock andrpuf into direct 
production without change, \yhilc the other is ihaterial 
which has tq be specially prepared to meet the requirements 
of the particular business in wjiich it is used.| 

As examples of this principle,, a few industries nciay be 
taken to show the differences between basic raw material 
and manufactured raw material which is the production of 
an originating department : 


Industry 

Baw Material 

Manufactured Baw 
Material 

Engmeering 

Textile 

Leather products 

Biscuit-making % 

Metal 

Yam 

Tanned^hides 

Flour 

Castings, forgings, and 
stampings 

Dyed, bleaohed, or mer- 
oerisedyom 

Embossed, stained, or' 
split hides ^ 

Blended ilour « 

• 


In many cases, manufactured raw ['material is not^deal 
with- by « sjjecial originatin|.'Mvpartment at all» but i 
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bought ii; the open mark^ to some standard specification, Duainc- 
in the same* way as orcunaiy raw material. A slipper 
manufacturer, for instance, does not usually buy hides , 
an^ send them out to be split and embossed. Certain 
embossed types of leather arc practically standard, and can 
«be bought in the same way as ordinary hides. On the other 
hand, the engineering; business n^ist have its castings and 
forginps made to special specifications, and th8 textilg 
manufocturer may require his yarn dyed to a special shade 
to meet his own particular requirements. Distinctions, are 
thus created between standard manufactured raw material 
and specially manufactured raw material. In departmental- 
ising production, anything that is taken direct into stock 
as a standard material is not regarded as originating depart- 
ment material, But anything which has to be specially 
prepared for the job, or which has to be ordered to special 
specifie^ftions, is so^regarded. 

It js always an advantage, even when^manufactured raw 
material is chieny or wholly standard, ' to distinguish^ it 
from ordinary basic material. The factory which does not 
operate its own originating departments may be getti^^ 
fidl* value on all work sent out; but in the course of dts 
development Jthere may come a time wheiP the additional 
cost of having work done outside, or of buying manufactured 
raw material, woulS more, than pay for the addition of one 
or more new departments. Close analysis of «material used 
oyer a period would enable such a tinlle to be taken immediate 
aclvantage of ; whereas, without some such record, a firza 
may continue paying to another business collection and 
delivery charges and 'profits which could be considerably 
reduced or saved. This is purely a question of buying 
department affalysis, nnd does not affdbt the principle 
of treating originating departments, whether inside or , 
outside the business, as a distinct section of the organisa- 
tion, 

. It^ will occasionally be found that so far as originating Handling 
department material is concerned, the buying department 
cannot carry out its complete functions when such material 
is obtained from outside sources. This is more particularly 
the case when part production is carried on, and while the mxUenal 
buymit* department must be in some wa}^ concerned with 
the. purchase of such material, it cannot always control 
the details. As«an instan^, the castings in an ed^ineeriug 
business, may be obtained from «tn outside foundry. This 
will entail the supply •^^pattems and* the control of such 
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patterns ; it .will entail deliveries’ in small lotS| and the 
ordering of castings* singly and in batches for special jobs, 
under special specifications, which must originate in the 
factory. 

Orders of this kind can only originate at one spot — ^the 
raw material stores, or the finished stores if raw material 
control is centred there Aand -it would not only entail a 
^reat arflount of labour, but would tend to delay deliveries 
and to weaken the control if such orders were made a 
^matter of ordinary buying department routine. In such 
'c*.ases k; is better to allow the factory to originate Its orders, 
and, so far as questions of delivery and specifications are 
concerned, to deal direct with the originating department. 
This need not in any way affect the control ef the buyifig 
department over purchase prices or over invoices. 

* Under any method of scheduled production the buyjng 
department would always know approximately^ th^ amount 
of castings required over a period, and coul<J make its buying 
arrangements in accordance with the schedules. Prices in 
such cases arc nearly always a matter of contract, covering 
minimum quantity over a period. Orders issued by the 
stores should then be made in triplicate, two copies beiag 
kept in hand.^ On these, weights or quaiijititks can be 
inserted as the goods arrive, and whep a complete^ order 
has been delivered, one copy can be sent to the buying 
department ^or cheeking against the invoices as they 
arrive. ^ *■ 

It is rarely necessary to make a special cojiy for use as a 
preliminary advice to the buying department of orders 
issued ; but this can be done when oi’ders arc likely to result 
in deliveries which are spread over a period. It is a good 
principle to follow, in issuing orders nf any kind, to avoid ^any 
long or inclusive instructions that may entail keeping back 
the complete order, while j>art of the goods may have already 
been delivered and invoiced. Such methods tend to 
complicate the clerical work of a business, and ‘ one order/ 
one delivery ’ should be made the rule as far as conditions 
permit. 

Sending When originating department orders require the delivery 
out - of material or patterns, methods must be adopted to provide 
material ^ recci])t for thiern, and to enable iliem to be traced cat any 
time. They should always be detailed oii the order® itself , 
^ naid if anVxtra copy is s(‘n*t for rcriarn as a raceiiDt, a complete 

record of such material or®pattcrns fe always available. In. 
many’ casef? it would serve to a detachable receipt 
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indicating that all materijd or patterns listed on a certain 
order had been received. 

Material would then be charged out of stock to the originat- 
ing department, and if it was in course of production on a 
definite order, could be charged to that order. If not for 
any special order, it would come back into stock as manu- 
factured raw materiid and* be d^lt with in the records of 
such material, its added cost being taken care 61 hy tl\p 
costing system of the business. In a great many businesses 
which use such material, the stores and cost recordslink up 
closely, And a,m practically the same, as the condtinuous 
variation in material cost makes it necessary to carry the 
cost through from beginning to end on each particular 
article. « 

The patterns of a business arc generally as valuable as Pattern 
itf drawings, and need to be quite as can^fully prcscrvccf 
and recorded. Tlie jiattern department is, in itself, an • 
originating department. Its association with the organisa- 
tion^t the present stage is through the ])attern stores. 

When patterns arc used for the production of manufactured 
raw material (and not as tools in the production of finished 
material) the pattern stores should not be a part of the tow 
material esto^cs, but should maintain its dvvn records as a 
scpiyratc departme^nt. 

Production orders for |iattcrns originate with the drawing 
office, when drawings for new parts are issued. As the 
drawing office specificatidi^s of all previously designed parts 
indicate any pattern numbers, all new patterns required 
can easily be seen. Production can then be carried out 
in much the same Way as the ordinary production in the 
factory, finished patterns being delivered to the pattern 
stA^rcs when cdmplete.r, • 

The pattern stores should list every pattern in stock. If 
numerical classification of drawings is carried out in the draw- 
ing office, a basis for storing and recording will be provided 
by the class number of the pattern, which, with the pattern’s 
consecutive number, should be mark(‘d on it. A card 
should then be used for each pattern, and kept filed in a card 
index. This card should record the date the pattern was 
issued, the order number it was issued for, and the receiver — 
and if is^cd for transmission to an outside department, 
shoidd note the department it is sent to. 

Responsibilily for payterns taken out of th6 storei^is 
simplified if it is placed on the individual issuing the orders 
for which the pattertiny^re required, Us such An individual 
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can control the llandling of\he patterns,, whereas the pattern Coat ' 
department itsdf .can only obtain receipts from the persons 
gtamng the patterns out of stuck. In the case of an outside 
originating department, the order clerk of the raw material ^ 
stores could I thus issue demands on the pattern stores, 
showing the numbers ^f the .orders, the patterns are required 



A Kxgobo Cabs ssXs io Cobtbol ibb Issve of PATasBiis. Two 


Cabss abb bxpt — Obx by thb 1‘aiibbb Stobxs anb One 


BY THE FOBBMigsr OF THB POUNDBY 


for; and these. could be used for posting the records. Any 
inquiry for the pattern in the future would then go through 
the order derk of the raw material stores, who would Be 
able to trace it through his order records and receipts. 

When the. ori^nating department is an internal one, a 
simpi^ sy^ein 'v^ suffice to keep controFof patterns. As 
an instance, in the case of a fotmdry which is constantly 
withdrawing i&ttemi} frbm tl),e pattern stores, detaifed 
derical records wmiB^^^nd to prove oumbersopie. ^A very 
supple but effldeht ^stem fpr use in such jcases is one 
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adopted by a well-known engineering firm ill the Midlands. 
When patterns are eonipleted by the pattern dcpartiucnt, 
and taken into stock, two cards are made out. One of these 
is white, and is used as a record in the pattern vaults. The 
other card is yellow and has a projecting tab. This latter 
card is for the use of the foreman l^be foundry, who keeps 
a similar«pattcrn index to*the one in the pattern stores. 

* When the foreman requires a pattern, he enters on the 
back of his record card the order number, the name of the 
mouldg:, and the date. This card is ha^ided ki to the 
pattern vault in exchange for the pattern, and is filed in 
front of the corresponding card in the pattern index. The 
projecting tabs show the patterns that are out, and an 
occasional inspection of the cards they belong t& soon brings 
•to light any patterns tliat have been kept too long in the 
foundry. ' • • 

When the pattern is returned, the pattern clerk fills in the 
date, and any remarks regarding damage doile to the patfem, 
on each card, and the foreman’s card is then returned to the 
foundry. Any repairs or replacements required can then 
bfi advised to the drawing ollice, which controls the issue qf 
orders to the pifttem department. ,It is advisablp to have 
pattern numbers worked on patterns so that they show on 
the castings, or, if this is not possible, thfey should be aOded 
after the casting is complete. f)rawing office records of 
patterns should be kept both ^ in consecutive order by 
pattern numbers, and in a classified index by machines and 
sections. ^ In addition, it is advisable for the drawing office 
to keep a spcciid card of another colour showing temporary 
changes in patterns. This can be made in duplicate, one 
copy being issued to the pattern sjpres. Under ordinary 
circumstances such special patterns which are merely 
temporary additiona to others need no pattern number, but 
are kept filed with the cards of the pattern to which they 
relate. 

With a set of records of this kind it is then possible for the ‘ 
drawing office to make up composite patterns from the 
original and temporary patterns. When a change is made 
in a pattern that affects its character completely, and which 
prevents its use again in its original form, it takes a new 
pattern num^)er,*and the old number is then ^can^dlcd. 
Any ‘ combinations ’ of patterns to create a composite part 
should also have their specif.! numbers^ and t'he old numbers 
should /be eliminated or stopped hfi^re the , patterns are 
used, the stepping •being removed before the patterns are 
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filed with the card qf the pattenl to which they Have been 
temporarily attached until the- work is complete, after which 
both the extra part and the card can be destroyed. 

Only drawing ofTice officials, or the officials of any depart- 
ment authorised to order patterns, should be allowed to deal 
with pattern orders. These should be issued as soon as 

S ossibie to the pattern department, anH a copy or an advice 
t their issue sent to the pattern stores. Progress on them 
cannot*be recorded in the same way as on or&iary jobs, of 
eourse ; but by means of a simple date th^ pattern 
stores can keep in touch with any that are getting oehind 
the scheduled time for delivery, and can follow them up. 
The pattern order itself should be made up with a record 
of material used, and when complete should oe Sent with the 
f)attern to the scores, where receipt of the pattern injgood 
condition can be certified, after which the order can be pass^3d 
on to the costing department. * 

Labour on pattern work being entered on'workmen*iiLtimc 
records by the pattern order number, it is an easy matter to* 
cost patterns after the material record is available on the 
ccftnpleted order. No copy of the order need be sent to 
cost department in the first instance, but it is advisable 
to send lists of pattern order numbers issifed each day 
so that cost records can be opened^for th€ posting and iferifi- 
tation of labour records which may become available before 
the actual order arrives cit the ff^ptory office. 

Similar methods of ordering and tracing can be used in 
dealing with the manufacture or preparation of raw material 
in the originating departments, in this case, however, 
production is closely allied to the scheduled production of 
the factory, as well as to any efficieijpy system that maj^be 
in operation. It is, therefore, necessary for the stores which 
, issues orders for the preparation of raw material to carefully 
analyse schedules, and to mainfain production as uniform 
as possible. The preparation of raw material will also^ 
entail some method of inspection and verification being ip ' 
active operation, and efficiency can be very effectually 
controlled by the preparation of records which sapw all orders 
issued, and the proportions of efficient and inefficient work' 
resulting. 

That a certain^proportion of such work must He f.afi)ty is 
inevitableiin many classes of originating departments — ^the 
fotmdry, for instance — ^and if no enbctual check is maintained 
on proauction, the averages ol fauliig'^ work are likely to 
rea<m a proJUbitiv6 point, either through carelessness in 
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workmanship or the use of Wsatislactoiy material. When 
efficiency points are created through analysis of previous 
r^ults, It IS possible to watch closely the operation of the 
departments concerned, and to investigate and check 
promptly any tendency to lower the efficiency of the depart* 
ment or its*productions. 



CHAPTER VII 


• • 

TIMEKEEPING, WAGES AND EFFICIENCY 
RECORDS 

• w 

Time Recording by Hand and Machine : Bonus or Premium 
Records : Wages Records : Wages Analyses : Efficiency 
Records 

• 

ABOUR records, while in reality a vital part of the 
I cosLing system of a business, are best tr^ted^as 
1 J a separate department, linking with prc^duction on 
the one hand, and with costing and accountigg on 
the other. The basis of all labour records must be the time 
record of work done,* and any method of recording time 
ingist be adapted to the special requirements of the business. 
Only one methqd of time recording may be regarded in 
• any degree standard, and that is thfe recording of the time 
employees arrive at and leave the factory/ Various mettiods 
recording time recording by mechanical liicans have been invented 
for this purpose, each ^f which has its advantages and 
disadvantages, according to the 'conditions of the business 
in which it is used. 

The principle in each case remains the same, and whether 
time is taken by a gatekeeper by hand, or is registered by 
a mechanical reegrder, the result aimed at is to obtain Jhe 
time each employee is in the factor/. Greater accuracy is 
achieved by the use of mechanical recorders than by entrust- 
ing the work df recording time to an individual, and, except 
in very small businesses, it is advisable to eliminate the 
human element as far as possible in dealing with time, 
owing to the opportunities for error and dishonesty it 
creates. 

Accuracy in costing demands accuracy in the distribution 
of time spent on each job. It is useless to leave the charging 
of time to the employee, as this gives him an oppctrtuiAjty of 
adjusting Tj^is entries to suit his own ideas of normal time on 
a j®]^, without having regard for the actual thne spent on it. 
Such methods destroy the i^hole valu^of a costing system, 
as they prevent any»accurate record being obtained of time 
• • 346 



TIMEKEEPING, WAGES, Etc., RECOllDS 847 

saved on tiny opcratidii which might again be saved in the 
future. 

Lack of control is also a frequent incentive to dishonesty, 
lip one factory where no ellicient system of control was in 
force, it was found that certain workmen had been adjusting 
their time records so as to allow a safe margin on all premium 
jobs handled, any excess time beiilg charged to th^r time- 
rate jobs ; and while this could only be done occasionally,* 
it had become a recognised practice among the men, a»d lost 
the firm many hundreds of pounds before being discovered, • 
in addition to m^ing the whole of their cost records fvorth- 
less. 

When time is recorded on sheets, it is a good plan to use Non- 
a form whichVill enable a workman or the foreman to show w^ec/tawt- 
the actual time a job was started and completed. In many 
facftories*a daily time sheet form is used, which indicates ^ 
ec^ich quarte»-hour during thaday down one side of the sheet, 
so tHat the workman can draw a line across at the time 
a job is started, and another at the time it is finished, 
the intervening space being used for the entry of particulars 
oj the work. This ensures a greater degree of accuracy, 
as a work|nLan, however honest, may easily i^giake an error of 
a quarter of aft hour or more in recording time on a job if the 
whole record is left until the end of the day, or the week. 

Sheet time records should always be kept ip a prominent 
idace near the workman, so that they can be seen by the 
foreman or by any otlier workman who passes. This 
applies whether the sheets arc daily or weekly, and any 
weekly sheets should .always be collected and entered daily 
so as to prevent any revision of the entries. A simple method 
of pealing with time sheets that are used in this way is to 
use a numbered board for each, which can be hung in a pro- 
minent position near or on the workman’s bench or machine. 

The boards can then be collected for entry of time records, 
and new sheets substituted by the time office, which can be 
written and numbered so as to prevent any exchange being 
effected. Sheets handled in tliis way are also kept clean, 
as the workmen do not require to handle them. 

Where part production is carried on, operation time cards 
are the most suitable, that is, if means arc provided for 
dealing with them accurately. Many firnA avoid operation 
time cards solely on account of the expense of thqmeccssary 
mechanical devices to make their use possible. This ^t^ed 
not be any bar to the^option of Job or pperatioi^^time records 
if a firm is really determined to use them. One big 
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London printing house which has a great number of depart* 
ments supplies each of its loremen with a cheap time and 
date stamp, costing about twent^*ftve shillings. These are 
s^t to the factory time each morning, and when a workman 
receives a job, a job time card is issued with it with the time 
stamped in the * time started * space. Before the workn^ 
gets another job he h^s to.retuii) his previous job card, 
whichjis stamped with the tiipe the jobjwas finished^ 

Automatic recorders exist for such purposes as well, and!afeejka«i. 

eal time 
ntcording 


» M** rma. . 4, w* , 


Castom/sr 



» SiMFLB Form of Job Carp Used by a London Printinci House. 

Time is Entered by wsans of an^^nexpensivv Time ^tamp 

the^e not only i^ecord the time started on Jthe job but also 
reeord the time that elapses between commencement and 
completion^ thus saving the labour of c'alcu^ing. These 
recorders, however, are not to be recommendeoror businesses 
.where jobs run to any length of time, as their records are 
for the day only. Thus, if a man starts a job half an hour 
before closing time on Friday, and completes it during 
Monday, he will have made three separate card records 
for it, possibly for a total of only six hours in all. Even if he 
onljr ^dces^an hour in all, so long as it runs into two days, 
it wilLme^n two records. And as individual job cards mean, 
in any case, a multiplicity of records compared i^ith other 
methods of time recoiadinj^, it is, advisable to take internal 
conditions into acoeunt before adoring anj^ system of 
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iccluinical recording that may add further to thtise rorords, 
and the di^rical labour they involve. 

‘ When jobs vary in time, jt is preferable to use a method of 
recording wrfiieh wilbenablc one card W be used for one job 




whonevor it may be started or completed during the 
ordinary wage week. Cards still ia asc at the entl of the 
week Jean bo collected and su|>plcmenied by continuation 
canWof .V different colour,’ which will receive tlie time of 
ccmipletion instjL‘ad of tlio ordinary job card. Any supple- 
mentary ])aymcnts swh As preuiium^ or enieiency bomiSf*s 
can then be made » the week during^ which job is com- 
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pleted. In some cases it may be possible to take details 
oltily of any cards in use for iXrages puiposes, Ibaving the 
actual cards to be completed in the usual way. If another 
workman is to finish the job» a ‘ supplementary ’ time card 
is issued, and premiums are then figured for each card 
record. But whether ‘continuation* or ‘supplementary’ 
cards are issued, all wages and ,bonus^ calculations should be 
figured ©n the original card. ® 

Time ‘ When time allowances are made, these should be clearly 
stated on the time card. The making of time allowances 
thee work of special employees of the w/siges department, 
and records may either oe maintained by each foreman 
(being supplemented by special instructions for any new 
job) or can be kept in the factory office for recording on );he 
job order. Circumstances must decide wffich course is 
< preferable. Obvidu^y, if no record of a time allowance is 
available in the department records or on the job (5rder, the 
foreman must take steps to obtain one. This *^11 entail an 
advice to the factory office before a job is Uue to commence, 
the time card being then issued without a jNime allowance. 
This is estimated either during the progress of work or by 
specially devised means, and is added to the time ta^a 
while in use, acrecord being made ^t the same tipie for the 
indexes. 

By means of the time limits fi^ed on each order, thS time 
clerks can eacily figure any bonus or efficiency sJlowances 
thatTare|due to the workman.. The time cards are then 
checked against the record of the workman’s time in and out 
of the faqto:^, and are finally passed on for costing and wages ^ 
purposes. To ^nter daily details of ©very job in the wages 
records would merely tend to create a cumbersome record 
which would serve no useful purpose, and it is better ^nd 
simpleif to make a separate wages record for each man in 
sin^e sheet form, which can then be posted to the wages 
book in totals. 

Wages Wages sheets of this kind can be prepared at the beginning. 
sheets of each week, and made up daily irom the completed time 
records. By this means all a man’s time against any par- 
ticular job during the week is listed and totalled in his 
weekly wages sheet, with any extra payments due to him, 
tbtals across representing time on each order, and ;^totals 
down the columns the total time for each day, whidi^ must 
c(^rrespond with' the time record taken at the entrance to 
the^ factoi^. t * o 

Iminediately yragc^isheets.of this kk^d arc made’ up, any 



TIMEKEEPING, WAGES, Etc., RECORDS 853 

supplementary pajrmcnts «hotild be advised in some way 
to (he employees, so as to avoid any dispute on wages day. 
It is a good practice to prepare slips giving details of 
additional earnings which can be handed to the employees 
in the^ evening, any disputes to be brought up the following 
morning if it is not wages day. When no margin is available 
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between the day wages are made up and the day they are 
paid, the slips.can be distributed during tjic day, and any 
coiftplaints written ou*the back for attention by the. wages 
clerk before wages are made up. 

All wages paid should be closely dissected, and separate ^^^es 
analysis records prepared for various purposes. It is useful analysis 
•to prepare the wages book with totals of each order and total 
earnings, from which any deductions are made, and the actual 
amount payable to each employee shown. This centres all 
information regarding wages in one volume. A useful 
analysis can also be made of wages paid on each order, 
giving the amount for the week and to date. This record 
should also show wages paid on account of all sl^op orders 
for repairs or equipment, <^0., so as to cover all wages pafd 
for direct labour, ^^ages and Salaries on non-productive 
work can also be distributed over Special columns so as 
1 ^ ‘ ^ • z 
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to provide a continuous^ analysis of all amounts disbursed 
for worK done. * 

Another useful dissection of wages paid is a departmental 
analysis. This should be a comparative analysis which 
will show any weakness or fault which may be developing 
in the handling of the department. It should show the 
number of men employed ^ th6, relations between the pro- 
ductive and non-productive labour employed*; average 
hours worked as a check on time, average wages rate, &c. 

These records should be supplemented by records of the Jobs 
handled* during the week, and the number and •amcranfs 
^ of premium or efficiency payments. Such records can be 
* seen by the foremen, who are thus able to keep an eye 
qn the actual working of their departments. Foremen’s 
signatures should be obtained to these records, which can 
then be kept for comparison by the factory office. • 

" It te vitally necessary to plan any wages records or 
methods of analysis so as to fit the other departments of the 
business. Th<f chief department concerned, is, of course, the 
cost department, and ^when wages paid are analysed they 
should follow the costing system in operation, so that any 
^hedules on which the system may be based can be verffieu 
periodically^ from the current records, instead of special^ 
^dissections of past records having to be made for costing 
‘‘purposes. • , 

All wages or salaries should be submitted 4o analysis each 
week, whether concerne^J in direct production or not. A 
separate analysis can be made of the work of each distinct 
department which is not concerned in direct production, 
and which docs not, as a consequence, comq into the ordinary 
wages records. Such departments as the pattern depart- 
lyent, drawhig offiof^, factory offices £fhd stores, general 
offices and delivery department, can be treated in this way, 
so as to analyse and distribute the expense for reference 
purposes week by week. ^ 

Efficiency records, while they add a little to the clerical Efficiency 
labour involved in the preparation of wages lists, need not records 
result in any variation oi the system suggested for the 
handling of ordinary premium payments ; and in an ordinary 
business, which pays its employees their entire additional 
earnings^ the preparation of efficiency wages sheets is 
sinj^le. While there are many varieties of efficiency systems 
which can be operated, a general basis will be <taken as an 
example, which will follow th^ system already described. 

The basis of efficiency payments is the fack that -not only 
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a man's •skill, but his g€ncral efficiency, affects his value 
to a business. He may save time on a ]ob» but damage parts 
in tioing so. On the other hand he may work only 75 per 
cent, of his available time, and thus keep a machine standing 
idle and eating up expense. Under premium methods, 
a man who wastes factory expense in this way is still entitled 
to his premium payment if he saves a little timq on a sub- 
sequent job, in spite of the fact that he may actually have 
created a loss by his tardiness. , 

Efficiejicy margins should always be put fairly low, so that 
the ordinary iforkman has an opportunity of pdrticipat- 
• iiig. For instance, normal point may be taken as 100 per 
cent., and workmen be entitled ta participate if they show 
75 per ecntft efficiency or more. This interests men who 
would be incapable of benefiting from a high premium time 
Ihiiit, yet who arc conscientious and painstaking workmen? 
and who c^n, through efficient w'^orkmanship and general 
all-s’ound efficicjicy, add a little to their earnings. 

Time cards, for efficiency purposes, should show the time 
taken as already explained, and the good parts received. 

They should also show the quality efficiency. A full quota 
'M' good parts would mean a 100 per cent, allowance. Less 
than a mil •quota would mean a proportionate allowance ' 

^or good jDarts delivered, and a further deduction for value 
of waste parts. Any parts that can be put ri^ht arc returned 
for further work, the time on which goes against the work- 
man’s time record, and* is entered on a ‘ continuation ’ 
time card. Faulty parts that have to be replaced arc 
charged against the quality record, percentages for such 
deductions being a question for individual conditions, and 
being affected according to whether the, damage is caused 
bf pure carelessness, ^r whether there is normally a certain 
percentage of such faulty parts in the business. 

In addition to these, percentages can be allowed for ^ccorr/- 
timekeeping, according to the time record for the week ; 

' and in some businesses a further allowance may be made^J^'^*^^ 
for general efficiency, based on foremen’s reports of goody^vn 
conduct, and being affected by any reports of insubordination, 
carelessness, untidiness, &c. Special rates for deduction 
will need to be formulated for each business. 

Tkc result is that a bad workman who is quick at his 
work docs not gain any advantage over a slower workman 
who is highly efficient in other ways. Thus a man may reach 
150 per cent. efficig;icjr by time-saving on his jobs, and yet be 
only 90 per cent, efficient oh quality, %5 per cent, efficient 



358 FACTORY ORGAtoATION 

on time, and 85 per .cent, efficient in character, making a 
total average efficiency of 100 per cent. Such a man would 
therefore have no advantage over a slower workman who 
was 100 per cent, efficient all round, and who would probably 
be of quite as great a value to the business. 

Efficiency averages, calcnlate4 in this way, cannot be 
charged to^obs on the cards* or on weekly wages sheets until 
a 'full week’s records have been prepared, after which they 
can be %hown in detail on a section of the sheet, and 
disfributed as actual amounts over the^, various jobs. 
In some cases efficiency payments are made on labour 
times only, in the same way as ordinary premium pay- 
ments, while in others they are based on labour efficiency 
averaged with a general efficiency basis ma&e up from 
ijeveral sources. 

Whatever system is adopted, it should be a recognised 
policy to maintain a permanent record of all efficiency 
averages. Apart from ^eir value as a record of each m^fn’s 
value, such averages are of great service in preparing records 
of rates. In practice it will generally be found that a man 
whf) is an average of 100 per cent, efficient on labour will 
^ always remain afi or about that point, so that if yates -are 
scheduled which reduce him to 95 per cent, or Increase him 
to 110 per cent, it is nearly always^ a»certdin proof that'thd 
sehedulcs are wicong and need revisfon. . 

Under piece-work or premium methods'^a man has no aim 
but to reduce a time limit, and must, in consequ'ence, 
know what the time limit is. Under efficiency methods 
he is worlcing tq gain a premium on«all-round efficiency, 
which stimulates his energies at every point. It is then of 
importance to him not only that Jje should do his job 
efficiently, but that he should be on time, have no faulty 
work, and keep his machine or bench clean. 

JRccor^of Records of individual efficiency, when properly kept, 
vn^xyidwil enable the total departmental efficiency to be easily obtained. 
ejficiency total efficiency any extra payments to foremen 

and non-productive employees should be made. This 
brings every employee [into the scheme, and makes for 
co-operation and indirect influence in promoting the general 
efficiency of the plant. 

Each employee* should have his own efficiendy record, 
whether foreman or labourer, which should be taken into 
account in the general ^average and iq any distribution of 
departmental bonuses./ To^al departmental efficiency can 
then be averaged to* obtain total ^ctory efficiency, and any 
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profit distribution to employees made on the basis of the 
annual effidencv of each department.' 

Departmental ciliciency records have a stimulating effect 
on the entire business, as by publishing the records week by 
week or month by month as prepared, one department is 
set against another, and active, competition to head the list 
is stimulated. Fevf busihessei? can follow the Carnegie 
principle qf setting furnace against furnace, ana basing tiie 
leadership on output; but eve^ business can %dapt the 
principk! to or^nary manufacturing conditions by ascertjpi^- 
ing individual and departmental efficiency on a flbrcentage 
basis. 
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COSTING 

^ Tho iSlcmcnts of Cost : Material and Labour Costs : Expense : 

The Distribution of Expenses : The Analysis of C\irrent 
Expense : Cost Analysis : Distinctions in Depart^montal 
Operation Costs 

W HILE fJierc maybe methods and systems that have 
a certain amount of applicability in more than 0115 
business, this docs not apply to any system of 
costing adopted. Every cost system ne£:ds to bc;in- 
dividual, and to be specially designed for cadh organisa'Lion. 
In preparing the present volume, the writer has had at his 
disnosal the costing methods liscd by over one hundred 
ana fifty businesses, scattered through two continents, yefc 
in the multitude forms and records, these systems cover, 
not a single one of any importance has been used in^ its* 
complete form more than once. .This fact, in itself, will 
indicate that <^Dsting problems are distinctly individual, 
and in the preparation ol the present chapter no special 
system has been taken, the forms described being selected 
solely on account of their suitability to show the applica- 
tion of the basic principles of costing in dealing with 
manufactured products. ^ 

Cost of producCion resolves itself o^aturally into thro^ 
main elements — material, labour, and expense. The analysis 
and distribution of labour costs have been dealt with in the 
'chapter on Wages Systems, which left the records of labour 
cost totalled by the job in the wages analysis book. The 
charging of material cost will depend considerably on the 
store record methods employed. Some businesses find it 
advisable to list material cost on their store records, and to 
charge it direct on the material slips, particulars of which 
are then posted to^the complete job order before jt le^Jycs 
the stores. In other cases, special cost records of material 
arc^maintaiticd by the cost department, whiq^ figures its 
cost ofi the raw material, slipa that dome through to it from 
the raw material storfs.* ““ 
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That control over mater^l cost details should in some way 
or other centre at the stores is important, as it is the stores 
that prepares the final material schedules. These schedules 
will include all classes of material — raw material, originating 
department material, manufactured parts and purchased 
parts— and if the classification of these is left to an outside 
department^ difficulticMS are likely to accrue. Somc^firms use 
their material schedules a^ a cost basis for material. This 
leaves no measure of elasticity in handling a produft, as a 
storekeeper may find that, unless he substitutes manp- 
faetured ^arts f(^ parts scheduled for production, a*scrious 
delay will ensue, and if he is compelled to i^roducc the parts 
owing to a cast-iron material cost schedule with which he 
cannot interfere, production is likely to suffer. 

Only material actually issued on a job should be taken Material 
into account for costing purposes. This brings the basis of*wtf^5 
material*cost down to the material slip or voucher which lists " 
material acttlally received by the workman. If it is originat- 
ing department Inaterial, the fact should be shown on the 
voucher, together with the order number under which the 
material has been produced. These slips should then pa^s 
the scrutiny of the finished material storekeeper before 
passing onward for costing purposes. Thclrcason for this 
i& th^y; he can check the actual material issued against his 
material schedules, and* by checking each slip against the 
schedule he effectually prevents any material ocing charged 
twice, as may happen if by accidefit a distinction between 
ordinary raw material and partly manufactured material 
» had not been made pn a slip. 

Naturally all finiiShed material issued* for assembly 
comes from the finished material stores, so that there is no 
dilftculty in checking ttlc slips for such maicrial against the 
schedule. In this case the slips may represent parts 

S iecially made for the job, in which case cost records will 
ready be available, or they may represent parts purchased 
or taken from stock, in which case it will be necessary to 
indicate the order numbers or part cost record numbers, 
which will enable the cost department to ascertain the actual 
cost of the parts. 

As job orders may still be in the factory while material Cost office 
and l^bouncost records arc arriving at th« cost office, it is wafcmi 
necessary to provide means toi recording cost as created, ^ 
without waiting for the job to be completed. Generally 
this can be done best by the issuo to the cost office of a copy 
of the job order, witlT production details cgnittech’and in their 
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place specially arranged ccAumns for the insertion of cost 
'^records. If these copies are prepared in sheet form, they 
can easUy be filed in loose-leaf binders in consecutive order, 
or classified according to their main order numbers. When 
card copies are used, they are easily filed, but as card copies 
are preferable for factory us^ and as it is easier and more 


1 

Typo - Claoo Part No. • 

Description ... 

• 

Job 


• 

Labour 

Kxpcnsi* 

Total 

l{i‘iiiarks 
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L 
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o 

• C 

• 

a 

• 
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A Comparative Job Cost Record, wincH Enables VAiimTiONS 
IN Costco be^ Closely Contbollbb 


accurate to produce ^&ie copieis simultaneously, the cost 
office copy is best arranged in sheet form. 

To these job order copies details of material cost are 
, posted from the verified material vouchers, and at the same 
time the details are posted to a complete material analysis 
sheet for the week which serves the same purpose as the 
wages analysis, as from it all material expense is posted to 
the general accounting records of the business. From the 
workmen’s ‘ time cards all labour cost is also posted to the 
cost Sheeti, on which expense is figured so^as to give a total 
cost ItoT the job. Material slips and time cardf^ are then 
banded or packed together by jobs and filed away for futifte 
reference, so that*^ach batch 'reprfisents^ all th.e material 
or labour records on the cost sheet for tlte job order. 
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Complete section cost sheets, when the septions are 
assembled, will give* the section cost, and these records when 
assembled will give the total cost, so that links are provided 
down to the smallest detail of a product, which will enable 
cost to be traced. 

From each cost sheet, whether for a single minor part or for 
a section or machine, comparative cost record^ should bo 
^)Osted. * These records should list the detailed cost of every 
30b of .the same kind that is dealt with in the factory. A 
pprt on one order may cost Ss. 6d. On the next order it 
may c6st Ss. 9d., and on a subsequent dtder 3.9. 2d. By 
listing the costs of each order for the same work consccu*- 
tivcly, a comparative record is obtained which immediately 
shows any variation from normal cost. If •the cost has 
increased, the itcjison can be discovered by comparison of 
the details with the details of previous cost, and ^ic cause 
can then be remedied. If a cost has decreased, tlic reason 
can be ascertained in the same way, and steps tdken to main- 
tain the decrease, or improve on it, in the future. * 

A different material, or a change in workmen, will often 
result in decreased cost which only comparative records 
will bring to light. Notifications to the buying department, 
or the foremanlof the department in which e nlari works, 
will then ensure the same conditions obtaining the next time 
an order is issued for the same cla«s*of work. 

The great p'toblcm in costing is the distribution of expense. 
This is difficult even whbn a Spctific business is in question, 
and to treat the matter generally is practically impossible. 
Everything in expense distribution depends on the internal • 
conditions of thfc business itself, and iif a volume of this kind 
little can be d(mc but to explain in somg measure the 
principles on which such expense distribution should* be 
based, and to indicate, as far as possible, examples of the 
application of the principle. The suggestions that follow 
may, therefore, go into greater detail than many businesses 
will need to consider, and may omit details of vital import-* 
ance to others. 

Primarily all expense should be scheduled, so as to provide 
a basis for distribution, and while schedules will vary in 
character, according to the class of business, a typical example 
of an expense schedule, planned for a sn\^ll wood-working 
business, will be given so as to show the general application 
oS the priftciple of distributing expense. « 

The first record to he prepared in'a^nging a schedule 
is that* of building i^h&rges. This shduld cover all expense 



COSTING 365 

directly coimected with buildings and their maintenance, 
the latter including cost of lighting and heating. This 
*annual building expense should then be distributed equitably 
over the departments, basing the distribution on space 
occupied and its comparative value, as well as on the value 
of buildings (it any) that are used by the department. 

This gives a building expiJnse»for e^h department. 

Another division of expense which will reqiiirfi to be Indirect 

expense 


BUILDING COSTS 




£ 

s. 

d. 

Ground rent 


16 

14 

11 

Interest on mor^ages 


80 

0 

0 

Leasehold policy 


11 

0 

0 

Bepairs 


10 

0 

0 

Gas and water . 


4 

10 

0 

Bats'! anu taxes 


60 

0 

0 



£182 

4 

11 


Distribviimi 






£ 

8, 

d. 

Mill . . . 25 per cent. 

45 

11 

3 

CarjU'iiterH’^hup 35 


03 

15 

9 

Machine sJioi) . 15 


27 


9 

¥ard# . . 15 


27 

0 

9 

Powor-houso , 


i) 

2 

3 

Offices 


9 

2 

3 

100 


£182 


0 


The BiULDUfu Costs Scjo^dule, Suowieg Method of Distribution 


distvibuted departmertijally is that of indirect factory 
expense. Where no selling is included in the analysis of 
expense, this may be dealt with by distributing it over the 
total value of the product. In many cases it is merely a j)ro- 
portion of the cost* of indirect supervision plus a proportion 
of the printing cost of the entire business, and as such is 
distributed departmentally so as to keep it distinct from 
selling cost. Such indirect expense, when distributed 
departmentally, may be distributed according to the number 
of prdductwe employees, or productive ^ hours worked in 
each Apartment. 

The present schedule, it should be understood, ft merelji 
a basic schedule, and does not therefore take into accotint 
any items of direct departmental expense which*may 'occur 
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dxiring the year. These items should always be charged 
direct to the departments coficemed. The main items 
of expense for distribution having been arranged, it is 
necessary to take up the actual expenses of the various 
departments. Some of these will share in the distribution 
of general factory and building expense, and will themselves 
be finally distributed over . other ^ departments. Power 
is an instance of this. ?ower cost must cover^every detail 


. " POWER COSTS 







£ 

s. 


Interest and depreciation on Taluo of plant (£340) at 




16 per cent. ...... 


51 

1 

0 

Wages 


78 

0 

0 

Goal and oil 


100 

0 

0 

Water 


15 10 

0 

Insurance . ..... 


•“7 

11 

b 

5 per cent, of building charges 


9 

2 

3 

If If general factory expense . 

k 

5 

9 

0 



£2Gt> 10 

G 

, Distribuliun 





Effected through the machine 

schedules. 


1 

‘’•1 


t 





Pow£B Costs {Sohbditlu, Showing this PadroBTioNATB ChAhge^' 

BBOM OXHEB SOHBDULBS WHICH ABSs OhAEGED AGAINST POWSR 


that enters into the manufactufb and distribution of power, 
and must include interest and depreciation on plant ancl 
equipment. In addition, power co^t will take its proper 
share of the general factory expense, and of building and 
other general charges. The total ^ will tken need to be 
distributed equitably over the factory. *' 

The best method of distributing power expense is over the 
actued machinery which uses it. When possible it is advis- 
able to closely measure power used departmentally as a 
check on waste. If no record of power used in this way is 
available, the departmental proportions should be estimated. 
If the machinery consists of a multitude of small machines 
which are operated on small parts, it will be found im- 
practicable to distribute power cost over the machines 
individually, and in such cases it will become either a Mneral 
departn^nt^ expense or a production unit expense.^ With 
^ew inachines a costly type, and which tuke long periods 
of time oft the variods jobs handled, it is better to charge 
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power by machines, and to distribute the departmental 
power expense equitably \>ver the machines accordiw to 
the power used, and the average periods the individual 
machines are in use. 

' For instance, a machine using one horse-power, and being 
operated continuously through each day, could not justifiably 
be charged with the same ra.tio of power expense as another 
machine which required five horse-power, and which was 
operated only occasionally. Power cost distributed by- 
machines enables individual machine charges to he more 
equitably* covei^^d. Thus, under departmental ipethods « 
of charging, a machine costing £1000 would bear the same 
expense ratio as one costing £50. With each machine bearing 
iti^ own individual expense, this is not so. 

Expense aistributed by machines must include the 
following items, viz. : 

Tho maohine’a proportion of power charges. 

• latorelt and depreciation on its cost, 
a Cost of its twn special repairs and upkeep. 

These, again, may be supplemented in some businesses, 
wljere departments are devoted solely to machinery, by 
'another ifem which will include all the expense of the 
department. • This is liot always a good policy tq follow, 
though there arc iftstai^ces where it may be carried out with 
safety. A more general fnethod of distribi^ipn of machine 
department expense is to charge actual m^hine expense, 
as listed above, against the machine, and all other depart- 
mental expense against the productive labour of the depart- 
ment. ^ 

There arc few machine departments wh6re men are not 
employed sontetimes^ on productive labour, in connection 
wfth their ordinary operations, which docs not entail the 
operation of their maemne, and this might then be operated 
on some other work. The distinction between machine and s 
departmental expense is, therefore, a more equitable basis 
on which to work. 

The distribution of expense of this kind over the product Method of 
is generally on the basis of productive hours, whether 
men or machines. This is not only the simplest but the^*^ 
most equitable basis for figuring costs. ' The average hours 
worked p& annum per man, are taken as a<3asis for obtaining 
the productive hours of a department, and are ^multiplied 
by the number of employees in the department. **This total 
number of produotive hours is^'then divided ipto the Itotal 
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departmental expense, and a per, hour expense rate is thus 
obtained, which is charged against each man’s £ime on a 
job. The same method is followed in obtaining machine 
expense ratios, with the exception that in figuring machine 


, CARPENTERS* SHOP^ 

i 


Building charges . . , 

60 pep*cent. of foremen’s labour 
'Supervision 
Labourers 

Extra machinery (int. and dep.) 
Plant, &c. ... 

Insurance 

General factory expense 


£ d. 

. 6.S 15 0 

. 117 0 0 

. 64 0 0 

. 20 0 0 

7 10 0 
. 16 4 0 

^ 20 0 0 . 

. 36 16 0 


£33^ 4 dr 


Diairibution 

Full-wage men i 

Final-year apprentices 

Two junior apprentices (50 per cent.) 

Number of men 

Total productive hours worked during year . , . 
£x])enBe rate per hour . . . i . 

Amount prodi:^fMl by an expense rate o^ \\d. per hour 



. 25 ^^ 

. 63,000 

. lid." 

. £393 15a. 


Example of ihe Distbibution of Defabtmental Expense 


hours careful allowance must be made for the time different 
classes of machines arc standing idle. 

It may be possible, in some cases, if' figuref expense radios 
more frequently than once a year, especially when the num- 
ber of employees varies during certain seasons. If tliis is 
done, a close division must be made between permanent 
and occasional expense, so that the pdlrmanent expense, 
schedule can be maintained for the year, and the occasional 
expense (such as certain classes of non-productive labour 
employed) can be obtained for each period for which the 
schedules arc prepared. 

Only one example of departmental expense schedules is 
given, so as to sWw the method of totalling expens^ and 
obtaining^ the per hour rate. After the schedules arc pre- 
pared, a dcfinite^xpense b§sis miftt be made up for the use 
of the* cost ^clerks, which will show exsfti^tly how expense is 
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to be charged. When expense is distributed by production 
centres ^ described in the first section of the pr^ent 
volume, each centre is numbered and this number must 
Appear on the time record of each workman. Card records 


GENERAL ANALYgIS OF COST SCHEDULES 


The following table gives in condensed form the varlchis charges* 
to be made in order to oover the cost of a job through the various 
departments : • 


Carpenters’ labour 
.^prentices’ labour 
Mill machinists* labour. 

Machine shop maohinists’ labour 
Machine houfs worked 
Yard expenses 

SelliifjtOost 


MflXerial waste 


Add per houn 

„ k .. 

*» 4a. fp 

t» 3Jd. ,, 

See machine schedules 
Add 7 per cent, to material 
cost 

,, 10 per cent, to net cost 
of productive labour 
plus net cost of mate- 
rial 

See waste schedules 


AKA1.YSIS OF Cost Sohbdt}i.es madh up to show how * 

* Exfbnsb is to be Charged 

• • • . % • 

arc 4hen maintained of the cost ratio for each centre and' 

cost is charged on th^ order from these. ^ 

Schedules, wheii complete, must total* the estimated 
expense of the entire buanness fof the year. Generally this 
total is based on the previous year’s working, and should 
represent the difference between the total of all* the year’s 
expenditure plus capital charges and depfeciation, less the 
value of productive labour and materirf used. Balance- 
sBeets and profit sAid ^oss accounts should be disregarded 
in making up the necessary total for an expense schedule, 
and only this basis accepted. If the schedules cover this- 
balance they may be regarded as safe, and costing can be 
carried out on them. 

As an example of costing a small job under this method. Example 
the schedules already described have been used to prepare of costing 
the example given on page 372. 

This will show how every detail of cost is taken into 
ac^Vint, tind a gnargin of profit assured. Costs prepared 
in this manner shomd be recorded in a special analysis 
booky which will give; the details charged In sepamte 
columns. These oaa» then btf totalled loi a period and 
I 
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compared with the schedules, which can be revised if found 
inaccurate in any wayl The schedules given, as well as the 
examples of expense distribution and the specimen cost, 
relate to a business which is not concerned in part production. 




. • • 



* 

1 f Obdeb No. 3476. Job No. 2046 


• 


Labour 


Expense 



a. d. 

• 


a. d. 



^ 4S. 7 hoiiTB at 9e2. 


5 3 7 hours at . 


. • 

10| 

32. 3 *„ M. 


13 3 „ IJrf. . 



H 

13. 6 „ 2d. 


10 6 „ id. . 




2d. 4 „ lOi. 


3 4 4 „ 4d. . 



I 4 

16. 2 „ lOe;. 


18 2 „ 3id. . 

€ 


fii 



12 6 



3 6 

c 


Machine coat 


c 

a. d. 

A1 . 4 hours at 6 J. 


• • • • • ^ 


, 

?>., 0 

B2. 2 „ 2d. 

• 




\ - 

4 

m 


Material 





£ 

a. d. 


• 

a. 

2 lOf 

Material «ost . « 

1 

8 e Wasto • . 





Yard. .* . 


. 

1 •e 



c 




Selling coat . • 


. . ,. . . . 


. 

4 1 



£ 

a. 

d. 


Labour . 


..... 

12 

(3 


Materia 


1 

H 

0 


Factory expens# 


• 

10 

n 


Production cost* 


2 « 1 ] 

Cl 


Selling cost . 


• r 

4 

1 

f 


2 

Jf) 

;u 


Total'cost 

Profit . 


m 

5 

04 


Selling price . 

• 

£3 

0 

10 



Many details which apply to part production have already 
been given earlier in tne chapter.^ 

An important parft of the clerical section of a factor^ 
organisation is the proper distribution of expenditures unuer 
their varioi& heads. This distribution should*^ be carried 
out on «yerj jjayment made,* however smal)^ The method 
of distribution will dbpehd on the^ posting system in force. 
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as the principle of making a continuous analysis of expendi- 
ture is* to enable cost*bases to be -verified, and accurate 
records of departmental expense to be available for the 
preparation of cost schedules in the future. Such analyses 
enable a thorough control to be kept over every division 
of expense, and by the use of comparative records any 
increase or decrease in the normal expenditure under any 
particular head can be seen and investigated. • ^ 

Simplicity in dealing with sueh analyses is assuredj[by^ 
coding each individual division and section of expenditurj;. 

All expense can first be sectionalised, and the various sections 
given a symbol. These sections can then be split up into 
their respective divisions, which can each be known by a 
•number, it departments are also known by code letters, 
it is advisable to start each section of alphabetical code 
letters from different ends of the alphabet. This giv^s 

* three Classifications — individual, sectional, and departmental 
--and by lusing combined symbols every individual section 
can* be indicated. Thus, if B is the machine department, 

Y thc^equipment division of expense, and 8 the number 

• for manufactured equipment, a definite means of charging 
»and distributing any expense for equipment manufactured 

in the factory is prqvided. 

(Jomposite figures of this kind will alsA indicate* the ledger* 
charge accounts, but it will rarely occur that these will go 
to such detail as to entail the use of aT^threc references. 

More often they will bemused solely for the main divisions of 
expense only, though in some instances they may be again 
split up into separate accounts for each individual section 
of the classificatk)ns, or for several items which can be 
charged together. This side of expense analysis will be 
•dependent* to a ^ceat extent on the ordinary accounting 
system of the business, and so far as the factory is concerned, 
the general analysis practically ends its responsibilities 
in this respect. * 

Methods of distributing expenditures as made are 
numerous, and no special example would serve for adoption 
by other businesses. The examples given on pages 370-871 
are merely used to indicate methods adopted of making up 
analysis records to fit the special requirements of the business 
to which they are used. , 

•The close mvision between manufacturing and selling Jlfantt- 
cost enables the two departments to be treated as distinct 
businesses. Thi^ ^Mis* to ba th^ case, of course,. where 
factory is prdducing in one plaoe, and a •warehouse or a 
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sales olfi.ee is disposing of the product in another. But 
. the prAclice needs to be followed •generally so that the 
factory, as such, can be treated as a business which is abso- 
lutely sci)aratecl from the selling department. A factory 
sliould make j)rofits apart altogether from any profits 
made by the sales department. This need not be a large 
profit, and, as fan as ijossible* profit margins should be 
allowed that will fairly equitably balance the ontire prq^its 
made between the manufacturing and sales depart mellt^v ^ 
This method results in a greater measure of control beiijg 
created over the profit margins resulting from sales. With 
the product charged against his dejiartmcnt at a definite 
]u*iee, the sales executive cannot afford to cut his prices 
•b<.‘low a pr<ilit-making point, unless he is certain of b<alancing 
the loss in oLlicr ways. lie is, therefore, compelled to use 
^ greater discretion in his selling than he would be inclined 

* to dd^if he had the factory profit to fall back on as well. 
Thti fact<j|ry executive, on the other hand, has som(‘thing 
furVlier to woiik for than a normal cost of production, lie has 
a dcfinTf.e ])rofit margin to make, and if he is in competition 

•with I he selling dcjiartment his energies in this direction 

• will be stimulated. Few men know, even when a* loss 
cm an 6riU‘r is apparent, whether it cost too much to makci 

I orjioo much to sell, or both. Unless cailses arc known the}^'* 
ob\ iously caiiuot bt' removed. Businesses that show a loss 
on tlu‘ yi'ar’s working most frequently ^Jise their reasons 
on their small turno^"el^ without realising that if on a small 
turnover th(\y are making a loss on every order, a bigger 
turinn er will be likely to increase the loss. , If they arc 
losing on some oi’dc^rs and making ]jrQfits on others, the 
obvious remedy is to eliminate the losing business and to 
#increase tile ])rofif^ible business. To clo this, they must 
know which part of their business is losing and which is 
making profits — which again entails di'tailcd analysis, 
that can only^be made efficient through the operation of a 
good costing system. 



CHAETER IX 

'production charts and schedules 


How <pro‘ 
dttclion is 
scltedultd 


*Planni]^g Production Ahead : l^roduction Charts : Advisory 
and Basic Schedules : Material and Labour Schedules : 
Departmental Schedules : Charts 

T he planning of production by scheduled is possible* 
in businesses which manufacture similar classes 
of product all thej time, jj but is rarely ]^ssiblu . 
where the product is varying constantly. Production 
schedules arc based on previous analyses of sii^ilar worfc 
done in the past, and for that reason the methods ^^fltod 
of analysing costs and specifications will need to be based 
on l^e requirements of the schedules. ' 

The primary and basic schedule is that of sales. ^This is* 
rthe schedule on which all subsequent schedules %rc based* 
as it is on sales tlrat production depends. * Sales schcditles * 
should be prepmj^ for each standard line manufactured, 
.and as far as possible should show continuous sales over a 
long period. This is needbsary, as the longer the period 
shown, the more apparent become any tendencies in the 
sales of a product to rise or fall, eil^^er progressively or 
periodically. From a record of this kmd the estimated 
requirements of each product are based, and , production 
of the product is then scheduled for a petidd. 

When total production is scheduled, it requires to be done 
in two distinct ways. First, it should be scheduled as 
ciunulative production, giving the totals due to date, day 
by day or week by week. Finally, it should be scheduled 
by periodical production. This latter is important because 
most products have periods in which demand is compara- 
tively low, while otWs may be in more active demand 
at the same time. The relationship between each product 
to the total demand must therefore be taken into account 
when production is scheduled, so that uniform productibn 
can cbe maiittained as far as possible, without allowing 
any product to suffer. This nlay entail Ihe manufacture of 
stock of Mme products during certajn seasoj^s to meet the 
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demand dyring seasons when the factory could not ordinarily 
nilaintain an output to meet it. 

Production liaving been adjusted in this way, tbe'sehcdules 
can be charted. Charts of this kind show the continuous 
relation between scheduled requirements and actual pro- 
duction, and arc easier to read and understand than figures. 

All schedules, of course, are* prinlarily made out as actual 
figures, and arc handled in that way throughout fhc entire? 
business ; but for simplicity in watching results thc^ 
should bcichartcd as well. ^ 

Final basic schedules require several copies for distribution 
to the departments concerned. Material schedules will be 
prepared cither by the drawing office or the stores, according 
to 'where the ^analysis of total basic material used on each 
product is kept. Labour schedules will be prepared by the 
cost olligr, and this department can also i^repare any 
‘ advisory ’ schedules that may be necessary. 

Advisory Schedules arc records which are not directly Advisory 
conccrliK \with actual production, but which haive a direct ^chedulas 
bearing on it. They are used by the executives in pre- 
delerinining future conditions. Examples of advisoijy 
sche^lulcs ^night be mentioned here, though their character 
will depend ftn the business in which thev arc used. An 
advisory scheduhi ban be prepared to give the executives 
an idea of the minimuhi output necessary ^W^msure profit- 
able operation, either in a department or •in the entire 
factory. Thus, a department majr be little concerned in 
the manufacture of some products, and if production is 
scheduled on a basis^tlvat will keep departments bperatiiig 
at the same rate on each product, some depjfrtmcnts may at 
times be openvting below their profit-making point. Know- 
ledge of the output* nbccssary to ensure profitable working 
is, therefore, vitally necessary when scheduling production. 

Relations between other factory conditions and output 
can also be scheduled, so as to provide definite information 
on which the executives can base their plans. In some cases 
it is possible to schedule the maximum output of each depart- 
ment under normal labour conditions, so as to avoid schedul- 
ing departmental production in a way that will entail 
overtime at any period, and also so as to be able to watch 
clostffy the time* when production is icaching the point 
wherfi additional plant or buildings may be necessary. 

Material schedules, when prepared, are used by fhe buying MaUrial 
department and stores. They Should be baseej on cvmula- 
tivc and periodi^l requiyements, so tBat while contracts 
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run be miule duriii^j fiivcmniblc [w ruKls, deliveries or actual 
purchases can be arranged so as not to over-stock the 
factory or affect its finances. 

Labour schedules are of two kinds. It is possible to 
schedule labour so as to show the approximate number of 
employees of every class necessary to carry out a schedule. 
This, when compared willl actual prodhetion and^the number 
\)f ni(*n actually employed, serves to keep a ch(‘ck on excessive 
rab(mri‘xpens(‘. A schedule of this kind is also of enormous 
Value whe n any special kind of labour is scarce, ah* it enables 
the factory to de vote some time to ensuring its supply so 
as to avoid any shortage. 

Tlui second chiss of labour schedule is really a wages 
schedule, and shows (lie amounis nec(*ssa!y to provide 
wages, salaries, &e., to c*arry out th(‘ production sch(‘dul(‘S. 
This, taken in conjunction with material sehedules and 
normal expemse sclu‘dules, gives useful information on which 
to base the hnaneial oj)(‘ration of the business, f ■ 

J)f'parU 'l^he sehediil(‘S prc'viously referred to a^e; allj^sftc jiro- 
wental duction schedule's. They, again, nend te) be suppleine'uted 
Hchedfthfi de‘|)artnie ntal sehedules wliie*h will she>w the' preuluetion 
of the main handling de'partments ne'ce'ssjiry tei^ carry eliil 
the re efiiire'UKnyi e>f the' main schedule's. The^sMe'jiartmehtal 
selu'dule's do not affe'ct every departmehit in the bif^inc’^s, 
but euily sunhr»;deparlmen(s as lihe* ste)re‘S, assembly, anel 
eree!ie)n de])aVtments. Their* 2>rej>aralion is worked down- 
wards frenii (he main erection en- iinishiiig schedule. This 
will create an assembly schedule for sections to be ready 
in time * to carry enit its requii^aneuts. The fissembl>^ 
schedule, again**, will createi a finishocf jiarts schedule, and 
this, again, a raw material schedule, on whiclj the jjcriodical 
sectiein of the buying schedules will lin! basetl. • 

These part or section s(;hedulcs can be handled in different 
ways. By charting production, a continuous visible record 
is ])rovi(led which would serve as a combined part jiroduction 
and assembly schedule. In other cases, sj)ecial production 
cards could be used, which would indicate the condition 
of every part in manufacture, and its relation to the schedule 
requirements. Only in special cases need such detail 
be taken account of, however, as in most cases it is simnler, 
and quite as cfTifiacious, to schedule as fefir as mS.in sections 
only, leaving the finished stores to adjust its prodtiction 
to meet flic schedule requirements. ^ • 

This brings up a prtnt bf great importance in planning 
production ahead.* When procUiction scheduled for a 
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oo^i^sidorahte period, it iiia^ tend lo eivaLe a stoek margin 
which lUijy over-rcach the bounds oC safety. Scheduled 
production, of course, keeps control of details so ellicicntly 
that iliere is little danger of the actual stock becoming 
excessive so long as the product is maintained standard. 

The danger arises whan the product is being im])rovcd, or 
occasionally^iltcred in any way. Wilh production s*dicdulcd^ 
for a long ])criod ahead, such a change \vould entail a coii-j 
siderablc amount of labour in revising records, and* many 
staiidard parts in course of production might be made useless^ 
by tli(‘ change. This does not affect the ]>i ineiplcs of schedul- 
ing output in any way, but affects the scheduling of details ; 
and these shoujd be planned only so far aln ad as is commen- 
surate with safety, so that any changes made will affect them 
as little as possible. 

It occafffonally hap})ens that certain departments either Spec ml* 
cannpt be scl>j'duled by their production of certain parts, or ^chaialc' 
tlo not );i:<[uire sel^ diiling in that w'ay owing to their d(*pend- 
enee on d^])artnients which arc so scluxhiU'd. In such 
casi‘s it is advisable to schedule the ilepartmental oulpul as»* 
a t4»tal. This might be done in certain cas(‘s in dealing with 
a hyaulry,* W'lj.ere tin* total output could hv. selu‘diil<‘d by 
w<‘jghtg, detaiU‘d s(;hetfules affecting individual ])ro(.iuels 
being ])lanned for the raw niat(‘rial stores ojily. TJie use* of 
])rotluelion schedules and charts for esliniain|fg llui fulun* 
will necessitate the -use of rectfrds ^^lich analyse I lie actual 
residts ; and all records of schedul<*d ])roduetion should 
provide for the* entry of figures oiv- lines which ►'Jiow the* 
n*lalion betwc*en scheVluted requirements aiu^ actual oulj)iii, 
so that any serious difference can be iiujuired into aiul 
adjysled. No •sediccbilf, of <*ours(‘, can be standard, and 
Stife ]nargins must be allow'cd for the factory to o])eraLe on. 

Ijor instance, it may take the factory several w\*eks to even 
approach tlxc ixroduction scheduled on certain parts, while 
at another i)cri<nl*iL may overrun the sclicdule for a time. 

The use of schedules is not to create a dead-line of production, 
but to create a safe basis to which ]>roductiou can be ke])t 
a])proximately close, so that any excessive over- or under- 
])roduetioii can be avoided. 

Thd supplemiaitary records and charts which analyse Clmriii 
prodlujtion as it proceeds will require* si)ccial designing 
for each clasi^ of business; the illustrations provided in 
various chapters of th« prtsent \5plume are merely example? 
of charts in use wl^li serve to control piy)ducti»n details in 
different busincssaC * 
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